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What we really make is Time 








It is faster to 


Hane A WALL 


than to 


Litte blocks, say 2°x4’x8’ don’t pile up very fast. 

We hang walls up in sizable panels. 

And that is an easy way to understand why 
Robertson's real product is time. 

We make walls that are hung in place. We 
make them complete with insulation when the 
panels are delivered. We engineer them piece by 
piece in advance at the factory. We put expert 
crews on the job to place them. 


We make time, now, when time is the essence. 
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Point is, we integrate the right materials with 
exclusive designs and processes of manufacture, 
round them out with fast engineering for each 
individual job, install them with experienced 
crews, and deliver the thing that is most vital of 


all vital things today: speed. 


We save days and weeks in finishing a build- 
ing for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 
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H. H. ROBERTSON COMPANY 


FARMERS BANK BUILDING, PITTSBURGH, PA. 


* 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Editor * ELuswortH NICHOLS s 
aging Bditor * Francis X. WeLcu 
Associate Bditors « New H. Durry I( 


DonaLp BE. RosBINson 
FRANKLIN J. Tosey, Jr. 


== Utilities 


ssistant Editors « -- C. McCartuy 


eure FORTNIGHTLY 


4 4 


Henry C. Spurr 
Editorial Consultant 


, , VoLtume XLIX JUNE 19, 1952 Numser 13 








REPRINTS OF ARTICLES 
(200 or more copies) ARTICLES 
available on orders re- a 

ceived within 30 days Impact of Price Level Changes on Utility 
after publication date. Depreciation Costs. Part I. ................------ Paul Grady 
Address 

WASHINGTON OFFICE Inflation—What It Means to Utilities and 
for quotations. Investors Jackson Martindell 








Ann Arbor’s Public Utility Executive 
Program Edmund J. Thimme 


FEATURE SECTIONS 





Washington and the Utilities 
Exchange Calls and Gossip 


Financial News and Comment 


mas Utititigs FortNIGHTLY. . What Others Think 

ands for Federal and state regu- 

tion of both privately owned and I I iesiiciccinieccctdcnniecinnncintiaganenicaioniseabien 
erated utilities and publicly owned 


d operated utilities, on a fair and H 
discriminatory basis; for nondis- Progress of Regulation 


iminatory administration of laws; es . 
br equitable and nondiscriminatory Public Utilities Reports (Selected Preprints of Cases)... 
ation; and, in general—for the per- 

— of the ~~ yy yr 
Py t t . ~ 3. 

pression ‘of opinion concerning pub. © Pages with the Editors... 6 ©® Remarkable Remarks .... 
is peppontes by and allied te and 7 

uti lity regulation and alli topics. ry iti 7 + ispiec 

~ ey it is rot the Utilities Almanack 81 Frontispiece 
outhpiece of any group or faction; F . 

is not under the editorial supervi: © Industrial Progress 25 @ Index to Advertisers .... 
on of, nor does it bear the endorse- 
ent of, any organization or associa- 
un. The editors do not assume re- 
pnsibility for the opinions expressed Pus.ic Utiuities Reports, INc., PUBLISHERS 

it: 

its contributors. Publication Office CANDLER BLpG., BALTIMORE 2, Mb. 


Executive, Editorial, and Advertising Offices. .MUNSEY BLDG., WASHINGTON 4, D. C. 





$1.00 a Copy 
26 Issues a Year Entered as second-class matter April 29, 1915 a i & Act of March 3, 
Annual Subscription Price 1879, at the Post Office at Baltimore, Md., Dec. 31, 1936. Copyrighted, 
, 1952, by Public Utilities Reports, Inc. Printed a S. A, 
tited States and possessions $15.00 MaEE? 
American countries .... $15.00 Address all communications concerning the FoRTNIGHTLY fo the 
nada $16; all other countries $17.00 publishers at Munsey Building, Washington 4, D. C. 


3 JUNE 19, 1952 





4 Public Utilities Fortnightly June 19, 195] 


ANOTHER ADVANCE FROM B&W RESEARCH & DEVELOPMENT 
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Higher boiler efficiency, lower auxiliary power 
demands, better operating control, and lower 
maintenance costs— these are some of the 
reasons why B&W’s pressurized-furnace de- 
sign is gaining wide acceptance by power 
companies. At present, 26 electric utilities 
throughout the country—as well as a number 
of industrial plants — have in service or on 
order B&W pressure-fired boilers serving a 
a total generating capacity of more than 
6,000,000 kw. Comprising this total are Radi- 
ant. Open-Pass, Integral-Furnace and Stirling 
units having individual steam capacities rang- 
ing between 200,000 and 1,370,000 pounds 
per hour. Steam-drum design pressures range 
to 2700 psi and throttle steam temperatures 
to 1100 F. Fuels include gas, oil and coal— 
and many units are multi-fuel burning, 
Already, several years of intensive operat- 


ing experience stand.behind B&W’s pressur- 
ized-furnace design. Actual operating units 
fired with pulverized or crushed coal, includ- 
ing both slag tap and dry ash removal, serve 
an installed generating capacity of over 
1,000,000 kw. 

To effect still greater economies in power 
generation, pressure-firing is often used in 
combination with various other cost-saving 
features resulting from B&W’s Research and 
Development program. These include high 
pressures and temperatures, divided furnaces, 
cyclone steam separators, gas recirculation, 
and Cyclone Furnace firing. 

We'll be glad to talk over the details of 
these features in terms of your company’s fu- 
ture requirements. The Babcock & Wilcox 
Company, Boiler Division, 161 E. 42nd Street, 
New York 17, N. Y. 





SBABCOCK 
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B&W Pressure-Fired Boilers 
For a Total Generating Capacity of 
Over 6,000,000 kw 


Appalachian Electric Power Company e Arkansas Power & Light Company e Central 
Louisiana Electric Company e Central Power & Light Company (Texas) e City of Lansing, 
Michigan e San Antonio City Public Service Board e Commonwealth Edison Company e 
Consolidated Edison Company of New York, Incorporated e Dallas Power & Light Company e 
Houston Lighting & Power Company e Indiana & Michigan Electric Company e Jersey Cen- 
tral Power & Light Company e Ohio Edison Ghmpany e Ohio Power Company e Okla- 


homa Gas & Electric Company e Phila- 
delphia Electric Company e Public Serv- 
ice Company of New Mexico e Public 
Service Company of Northern Illinois 
e Public Service Company of Oklahoma 
e Public Service Electric & Gas Company 
e Southwestern Gas & Electric Company 
e Texas Electric Service Company e Texas 
Power & Light Company e Tucson Gas, 
Electric Light & Power Corporation e 
West Texas Utilities Company e Wis- 
consin Power & Light Company 


ST-SAVING FEATURES 


. Increased boiler efficiency. 

. Reduced fan power consumption. 

. Lower maintenance costs. 

. Greater operating reliability. 

. Decreased stack losses. 

. Simplified outlet duct and stack 
arrangement. 
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Pressure-Firing, Gas Recirculation, Cyclone Steam Separators, 
Divided Furnace and Reheat are some of the features of this 
B&W Radiant Boiler now under construction at a new plant of 

a leading eastern electric company. Rated steam capacity — 
1,370,000 lb. per br. Design pressure — 2050 psi. Pressure at 
superbeater outlet-—1850 psi. Final steam temperature—1000 ——— 
F. Rebeat to 1000 F. 
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| N the legal profession there is a saying 
that the law does not concern itself 
with “trifles.” If the decline in the pur- 
chasing power of the dollar over the past 
few years were a small fraction, and if 
there were any prospects that a future 
reversal of trend would cancel out the 
difference—it might reasonably be 
argued that the controversy over strict 
original cost application to the rate base 
or replacement for depreciation could be 
dismissed in such a cavalier fashion. 
After all, original cost does have the ad- 
vantage of mathematical simplicity. 


But when the drop in the monetary 
value of the unit used-to record a utility’s 
investment approaches to the order of 
one-half within a decade, it can scarcely 
be dismissed as a trifle. Furthermore, 
the whole historical trend of monetary 
experience has been that of constant 
over-all erosion in the value of any par- 
ticular monetary unit. We present two 
articles by leading economic specialists 
dealing with two different facets of this 
important and timely subject. 


First is the opening instalment of a 
2-part series by Paut Grapy, partner of 
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EDMUND J. THIMME 
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# 
PAUL GRADY 


Price Waterhouse & Co., and a member 
of the American Institute of Account- 
ants. Mr. Grapy takes an intriguing ap- 
proach towards the subject of deprecia- 
tion replacement during an inflationary 
era. But it is intriguing because it is ex- 
actly the reverse of the “de minimis” 
argument. Grapy points out that if the 
loss of purchasing power of the mone- 
tary unit approached such debasing pro- 
portion as to leave only a tiny fraction 
of the purchasing power of the “original 
cost” dollars, there would be little argu- 
ment about the fairness or necessity of 
scuttling the original cost standard for 
rate making. 


\ ' 7 see such an example in the case 

of the French franc, the exchange 
value of which fell from a quarter to a 
nickel before and shortly after World 
War I and since then to less than a cent. 
But if such a violent loss of purchasing 
power is clear justification for revising 
the original cost concept, then the con- 
cept itself cannot be defended as an in- 
variably fair or sound regulatory prin- 
ciple. The question then arises, at what 
point—or at how fast a pace of inflation 
—can the original cost approach be said 
to be open for question? 
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@ The decisions of financial analysts play 
a vital part in the investment community. 
Hence, almost all utility companies do a 
fine job of keeping analysts informed of 
their operations. 


When furnishing such information, it is 
highly advisable to know exactly what is 
wanted and how to present it. And that’s 
the purpose of the Irving’s new series of 
Public Utility Bulletins . . . to help you in 
your constructive program of keeping the 
financial analyst informed. 


For your copies of current and future 
Bulletins, write us or call our Public Utili- 
ties Department. 


ONE WALL STREET +« NEW YORK 15, N. Y. 


Capital Funds over $120,000,000 
Total Resources over $1,300,000,000 


WituiaM N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















Have financial experts enough information 
to analyze your Company correctly? 








8 PAGES WITH THE EDITORS (Continued) 


Mr. Grapy was formerly chairman of 
the American Institute of Accountants 
Committee on Public Utility Accounting 
and is now chairman of its committee on 
co-operation with bankers. He is a 
graduate of the University of Illinois and 
has been engaged in public utility ac- 
counting in New York and Chicago 
since 1923, except for service during 
World War II with the Navy Depart- 
ment. He is a member of the New York 
and Illinois societies of certified public 
accountants. 


Sb. other phase of this question of 
clinging to the original cost concept 
in public utility regulation during an in- 
flationary period is covered by JACKSON 
MARTINDELL, president of the American 
Institute of Management, a nonprofit 
foundation engaged in the study of man- 
agement methods and problems for the 
purpose of advancing professional man- 
agement. 


Mr. MARTINDELL, whose article be- 
gins on page 828, started his _busi- 
ness career on the editorial staff of 
the Magazine of Wall Street, and subse- 
quently became chief statistician for 
Stone & Webster and Blodget. He was 
one of the founders of Fiduciary Coun- 
sel, Inc., and from 1931 to 1948 he 
served as president of that investment 
counsel organization, supervising more 
than $600,000,000 of investment funds. 
He is the author of The Scientific Ap- 
praisal of Management, published by 
Harper & Brothers, New York, 1950 
(third printing), and of numerous busi- 
ness and financial articles in newspapers 
and national magazines over the past 
twenty-five years. 
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¥Y way of rounding out a rather aca- 

demic issue—dealing as it does with 
basic economic theories in the field of 
public utility regulation—we present as 
another feature an article on a “post- 
graduate course” for public utility com- 
pany executives by a “former student,” 
EpmuND J. THIMME, beginning page 
840. Before he became a “student” (as 
well as afterward), Mr. THIMME was 
(and is) industrial relations manager 
for the Public Service Electric & Gas 
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JACKSON MARTINDELL 


Company of New Jersey (electric de- 
partment). He is a graduate of the 
Massachusetts Institute of Technology 
(EE, ’23) and joined his present organi- 
zation as a cadet engineer. He was ap- 
pointed to his present utility company 
post in June, 1949. 


Mr. TuHImMe’s article deals with a 
course at the University of Michigan 
School of Business Administration which 
will soon open its doors to more than 
fifty public utility executives. They 
represent electric, gas, and telephone 
companies from coast to coast. They will 
take part in an executive development 
program. Courses will include: eco- 
nomics ; financial administration ; human 
relations; management functions; and 
public utility regulation. 


THE program is designed as an aid to 
executives in preparation for added re- 
sponsibilities in management and policy 
determination. 


MPORTANT decisions preprinted from 
Public Utilities Reports, may be found 
in the back of this number. 


THE next number of this magazine 
will be out July 3rd. 
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; with Remington Rand Synchro-Matic 
n 
, Dne! Top efficiency and accuracy in handling 
our payables accounting: 
) P All voucher copies and purchase journal posted 


n one simple, high-speed operation with auto- 
atic proof for each entry 
Vouchers posted and checks written as needed 
* Work always up to date, facilitating maximum 
discounts 


wo! Fast, accurate summarized facts to help 
you CONTROL your expenditures: 

* Electrically synchronized punch automatically 
prepares a detailed punched-card record of each 
lransaction as operator posts to vouchers 
* Cards thus produced can be tabulated for any 
distributions or analyses your business requires. 





‘money-saving jobs at 4 low cost... 








One operator does the work ot 
two. One keyboard operates both 
machines because the card punch- 
ing is synchronized with the 
accounting machine keyboard. 















If you already own or rent Remington Rand 
Punched-Card Machines, Synchro-Matic will help 
you get even greater output from them. Or, you 
may contract the tabulating end of the job to 
Remington Rand Business Services —for con- 
venient, and economical preparation of reports 
and statistics. 


Free — Interesting new folder 
| (No. AB-548) describing Syn- 
chro-Matic savings on Accounts 
Payable. Ask also about Synchro- 
Matic for Billing, Sales Statistics, 
! Account Distribution and Pay- 
roll. Phone our local office or 
write to Management Controls 
Reference Library, Room 1173, 
315 Fourth Ave., New York 10. 






Coming IN THE NEXT ISSUE 


* 


RATE MAKING AND INFLATION 


Inflation—rapid rising cost of plant equipment, payrolls, taxes, and all 
other operating expenses—means that state commissions will have to take 
a more practical view of the "original cost'’ concept in utility rate making. 
What are the factors involved? What can be done? Can the rate of return 
be used as an escape valve? These and other elements reflecting the impact 
of inflation on utility rate making are authoritatively discussed \ the Hon- 
orable John P. Randolph, general solicitor of the National Association of 
Railroad and Utilities Commissioners. 


NATURAL GAS SUPPLY AND FEDERAL REGULATION 


The popular demand for gas throughout the nation still greatly exceeds the 
present capacity of transmission lines. As fast as steel can be obtained, ad- 
ditional lines are being constructed. Two questions arise as the result of 
this rapid expansion. They are: (I) Will the supply of gas be adequate to 
meet the increasing demands? (2) Does the welfare of the consumer require 
Federal regulation of the gas producer? This timely subject, of wide in- 
terest and considerable concern, is thoroughly treated by the author, Lyon 
F. Terry, a vice president of The Chase National Bank of the City of New 
York. 


SHOULD FAIR RETURN BE LIMITED TO COST OF MONEY? 


The development of a continuous and aggressive educational campaign de- 
signed to clarify the ''fair rate of return" concept for Federal and state regu- 
latory authorities is regarded as an important phase of a program to pre- 
vent a decline in the earning of the utility industry. Possible steps that may 
be taken by management are ably advanced by Dr. Ralph E. Badger of 
Standard Research Consultants, Inc. He emphasizes the broad distinction 
existing between the "cost of money or capital" concept on the one hand, 
and the "fair rate of return’ concept on the other. 


IMPACT OF PRICE LEVEL CHANGES ON UTILITY DEPRECIATION 
COSTS. PART Il. 


The argument that accounting does not need to give recognition to changes 
in the price levels gets careful but critical comment in this second section 
of a 2-part article by Paul Grady, a partner of Price Waterhouse & Co. His 
analysis of the impact of price level changes on depreciation costs of public 
utilities should remove whatever doubts many people may still have that 
present customers of electric utilities are receiving an unjustified windfall at 
the expense of investors and future customers. 


* 


A | $O we. Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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There’s a faster way! 





Many of the tasks that used to take weeks May we send you an informative booklet 
and weeks to do can be finished now in a_ that tells you more about this method of 
few days—or even mere hours. compiling consumers’ usage data? Why not 
drop a note to us now? 


In your offices, too SAVES 50% IN TIME AND MONEY 


Sanne soprano 









For instance: At one time, it was a tre- 
mendous clerical job to analyze consumers’ 
bills. Additional help had to be acquired 
and trained. It took weeks and weeks to 
compile an authoritative analysis. 


Today it’s a far different story. Many util- 
ities simply turn such jobs over to us. Our 
experienced staff, employing Bill Frequency _ Fiz, ee 
Analyzer machines, can analyze as many as__4};, gi) Frequency Analyzer—developed especially for 
200,000 bills each day. And, the cost to you utility usage data—automatically classifies and adds 
is often % of what it would be if the job 1" 300 registers—in one step. 


, P.S. If you use punched cards for billing, we are 
were done in your offices. also equipped to make your analyses from them. 


S 





Recording & Statistical Corporation 


100 Sixth Avenue New York 13, N. Y. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Cahill Cake 


was in the world two opinions alike.” 
—MonrTAIGNE 


“There never 


J. WILLIAM FULBRIGHT 
U. S. Senator from Arkansas. 


IrvinG S. OLps 
Former chairman of the board, 
United States Steel Corporation. 


LesLiE GouLD 
Financial editor, New York 
Journal American. 


D. A. Hutcy 
President, Lone Star Gas 
Company. 


EpirorIAL STATEMENT 
Los Angeles Times. 


GLENN B. WARREN 
General manager, General Electric 
Company’s turbine division. 


3RUCE BARTON 
Columnist. 


E. Barrett PrETTYMAN 
Judge, U. S. Court of Appeals. 


M. S. RUKEYSER 
Columnist. 


Pup D. REED 
Chairman of the board, General 
Electric Company. 
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“We have the power to do any damn fool thing we 
want, and we always seem to do it.” 


> 


“Here at home, our inflation was not only government 
produced—it was government planned.” 


+ 


“The antitrust division of the Justice Department is 
the hard core of the extreme New Deal seeking to make 
over this country.” 


os 


“What a pity our grandchildren are not old enough to 
appreciate the magnificent generosity we are displaying 
with their money.” 


> 


“Vigilance will be needed . . . to keep Texas’ water 
rights in the interior, both surface and underground, 
from slipping to Federal control.” 


* 
“I believe we need the practical, informed, and intellec- 
tually honest approach to public affairs that the engineer 
has brought to our private industrial affairs.” 


. 


“The lawyers do most of the law-making and all of 
the law-enforcing. Can’t they give us some leadership 
toward fewer laws and swifter, cheaper justice?” 


aa 


“To attempt to influence public opinion upon national 
affairs by books, pamphlets, and other writings is one 
of the fundamental freedoms of speech and press.” 


* 


“No fine words about ‘national security’ should dis- 
courage a search for hidden social experiments and give- 
away schemes under austere and momentarily popular 
labels.” 

a 


“Inflation and the misery that lie along that road are 
no less formidable enemies than the rulers of Russia. 
We must defend ourselves equally and simultaneously 
against both.” 


12 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your fingertips are EBAsco specialists to help solve your business problems quickly 
and economically. 
Need help with financing? During the past few years EBasco has advised on the rais- 
ing of over two billion dollars in new capital. Industrial relations? EBasco assists in 
lanning and developing industrial relations programs. Esasco has designed and 
built over one billion dollars worth of new plants. Epasco has developed insurance, 
pension and safety programs ... solved production and plant layout problems and 
performed many similar services for business and industry throughout the world. 
To find out how EBAsco can serve you best, send for ‘“The Inside Story of Outside 
_ .” Address: Ebasco Services Incorporated, Dept.W, Two Rector Street, New 
ork 6. 


EBASCO SERVICES 











, INCORPORATED 
v2 ER % New York + Chicago + Washington, D.C. 
- [TERY = seorsust + vatgst + pesnes Saios - Consttng Eger - Oengn& Concusten + Fane 
%e, * tadustrial Relations - inspection & Expediting - Insurance, Pensions & Safety 
“Zee couss* Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 








Systems & Methods - Taxes - Traffic - Washington Office 
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CHARLES SAWYER 
Secretary of Commerce. 


HERBERT Hoover 
Former President of the 
United States. 


KeItH FUNSTON 
President, New York 
Stock Exchange. 


Ep LipscomsB 
President, Public Relations 
Society of America. 


N. Henry GELLERT 


President, Seattle Gas Company. 


Creo F. Craic 
President, American Telephone 
and Telegraph Company. 


Harotp W. Dopps 
President, Princeton University. 


RireaA W. Doe 
Vice president, Safeway 
Stores, Inc. 


EpitrorIAL STATEMENT 
Dallas News. 
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REMARKABLE REMARKS—( Continued) 


“The best and perhaps in reality the only way to keep 
government expenses down is to forego new functions 
and agencies or to eliminate some which now exist.” 


> 


“We must set our house in order, re-examine the basic 
blueprints of our republic, insist upon the fundamental 
standards of ethics, and install better organization in 
government.” 


* 


“ . . the risk-taker these days is an unsung hero at 
best. At worst he invites the scorn of people who would 
rather lie down with a government dole than stand on 
their own two feet.” 


ss 


“America has never been so close to dictatorship or so 
determined not to accept it... . the average American 
is more concerned today over internal threats to his free- 
dom than he has ever been.” 


* 


“Americans must soon decide whether the taking of 
more than half of a man’s income is in keeping with our 
Declaration of Independence or is already far on the 
road to Socialism and its program of leveling all wealth.” 


* 


“What we have to sell is in great demand. People con- 
tinue to want telephone service—and more and more of 
it. [Demand for service is so strong] and it stays so 
strong that despite tremendous construction programs our 
facilities are still very crowded.” 


¥ 


“The true ideal of happiness is not to be conceived 
merely in terms of a scientific adjustment to physical en- 
vironment. It is never a state of ‘frictionless ease,’ of 
flight from difficulties and fears. It is not ‘frictionless 
ease’ which has inspired our science, our literature, our 
life, or our religion.” 


aa 


“Let us not forget that a corporation is a creature of 
the government. As such it can be manipulated by the 
government, but it should not be harassed by its ‘parent.’ 
It has a right to expect fair treatment—especially when 
it is stated that business and industry pay 75 per cent of 
all taxes handed over to the government.” 


> 
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“While it is desirable to co-operate with Federal agen- 
cies in stream development, any proffered gift from the 
Department of the Interior should be looked carefully 
in the teeth. That is the department that initiated the 
tidelands grab. It now seeks control of streams whose 
waters would be controlled by state agencies in some in- 
stances or by interstate compacts in others.” 
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assurance that we could do the same for you. 


Indication of Acceptance 

About one-third of all of the electric companies having 
operating revenues in excess of $45,000,000 have employed the 
services of our organization to assist in the solicitation of proxies 
for meetings of thcir stockholders. 

The managements of these and many other electric, gas and telephone 
companies find our services insure prompt and gratifying stockholder 
response. This is attested to by unsolicited letters of commendation and 
repeat employments. 

DUDLEY F. KING 

Proxy Soliciting Organization 

70 Pine Street, New York 5, N. Y. 
National coverage provided through Zone Managers located in 30 principal cities 
: < 

peculiar = 
It is a peculiar thing that many of the toughest print- ‘= 
-——— ing critics know little about the mechanics of > 
ow printing. You find them on Wall Street and LaSalle » 
— Street and they judge printing chiefly with a stop on 
watch. Our success in keeping them happy is reasonable = 


L a he  « 0 L Ni financial printers 


NEW YORK (6): 130 Cedar Street * WoOrth 
CHICAGO (5): 732 Sherman Street * WAba 


Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


| 


—, 


Reports 


Commonwealth's specialists —with 


| Business Surveys years of experience in financial work, 
. engineering, taxes, insurance, and the 
‘ Appraisals many other phases of today's business 


ae 


activity will analyze the many factors 
| affecting the operations and future 
outlook of a given business or industry. 













As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


“A man's judgment 
is no better 
y 4 than the facts 


at his command..." 


GET THE FACTS! 


Toe 4 


We invite your inquiry. Write for our booklet 






( describing in detail the many services avail- 
able to you. 
| 2 Address: Department E 
( a 20 Pine Street, New York 5, N.Y. 
\ FINANCING 
) ACCOUNTING 
/ TAXES 
( INSURANCE 
) PENSIONS 
DEPRECIATION a 
y VALUATIONS and wubsidiaues 
SULTIN 
{ ie COMMONWEALTH ASSOCIATES INC. 
PURCHASING COMMONWEALTH GAS CONVERSIONS INC. 


MERCHANDISING 


(| WOUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


20 Pine Shed, New York 5 NY. 
Sokson Michigan Wishingle. DC. 


GAS CONVERSIONS 


—aae ~ 
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This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


1,108,966 Shares 


Northern States Power Company 


(a Minnesota corporation) 


Common Stock 


Par value $5 per Share 


The Company is offering these shares for subscription by its Common Share- 
holders, subject to the terms and conditions set forth in the Prospectus. The 
Subscription Offer will expire at 1:00 P.M., Central Standard Time, June 23, 1952. 


Subscription Price $10.50 per Share 


Prior to the expiration of the Subscription Warrants the several Purchasers may 
offer and sell Common Stock at the price or prices and subject to the conditions 
set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers Riter €? Co. 

Bear, Stearns Ef Co. Halle €% Stieglitz A. M. Kidder €% Co. 
Carl M. Loeb, Rhoades €¥ Co. Laurence M. Marks €#% Co. 
Shearson, Hammill €# Co. Ball, Burge €# Kraus Fulton, Reid €% Co. 
Granbery, Marache €&# Co. Johnston, Lemon &# Co. 


John C. Legg €? Company Lester, Ryons €# Co. Schwabacher €% Co. 


June 10, 1952. 














OVER EIGHT 
MILLION 
HORSEPOWER 


The Newport News Shipbuilding 
and Dry Dock Company has re- 
ceived orders for the building of 
hydraulic turbines aggregating 
output of 8,150,000 horsepower. 


ASSEMBLY OF SPIRAL CASINGS FOR C. J. STRIKE DEVELOPMENT 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 
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This is not an offering of these shares for sale, or an offer to buy, or a solicitation of an offer to buy, 
any of such shares. The offering is made only by the Prospectus. 


2,271,300 Shares 


Pacific Gas and Electric 
Company 


Common Stock 
Par Value $25 per share 


Rights, evidenced by Subscription Warrants, to subscribe for these shares have been 
issued by the Company to holders of its Common Stock, which rights 
expire July 2, 1952, as more fully set forth in the Prospectus. 


Subscription Price to Warrant Holders 
$30 per share 
Copies of the Prospectus may be obtained from any of the several under- 


writers only in States in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. 

Dean Witter & Co. The First Boston Corporation Harriman Ripley & Co. 
Smith, Barney & Co. Eastman, Dillon & Co. Glore, Forgan & Co. 
Goldman, Sachs & Co. Kidder, Peabody &Co. Lazard Fréres&Co. Lehman Brothers 
Merrill Lynch, Pierce, Fenner & Beane Stone & Webster Securities Corporation 
Union Securities Corporation White, Weld & Co. First California Company 
W. C. Langley & Co. Schwabacher & Co. William R R. Staats & Co. 
Walston, Hoffman & Goodwin Elworthy & Co. Shuman, Agnew & Co. 

Weeden & Co. Wertheim & Co. Brush, Slocumb & Co. 
Davis 8 Ca Dominick & Domini Hallgarten & Co. 
Hemphill, Noyes, Graham, Parsons & Co. Hornblower & Weeks 
W. E. Hutton & Co. Lee Higginson Corporation Carl M. Loeb, Rhoades & Co. 
Irving Lundborg & Co. Paine, Webber, Jackson & Curtis _ Lester, Ryons & Co. 
Mitchum, Tully & Co. J. Barth & Co. Bateman, Eichler & Ce. 
Crowell, Weedon & Co. Davis, Skaggs & Co. Hill Richards & Co. 

Sutro & Co. Blair, Rollins & & Co. Central Republic Company 

Spencer Trask & Co. Wood, Struthers & Co. 

Bear, Stearns & Co. A.G. Becker &Co. Clark, Dodge & Co. Drexel & Co. 


Incorpo: 


Harris, Hall & Company epden, Stone & Co. F. S. Moseley & Co. 


(Incorporated) 


June 17, 1952 
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Peak-load capacity released quickly 


conomically by G-E switched capacitors 


gpacitor equipments can be supplied 

mn short delivery ... some at a cost of 

sss than $6.00 per kvar ... installed 
a matter of hours 


apacitors continue to provide one of the fastest, 
heapest ways to release system capacity. By 

ising voltage levels and reducing system cur- 
ent for a given load, they can free the system 
or the delivery of more kilowatts—at a fraction 

f the cost—and in a fraction of the time—it 
jould take to add new system capacity. 

Where you have already installed a high per- 
entage of fixed capacitors—or where your 
ilovar loading varies widely in any 24-hour 
period—it will pay you to investigate the use of 
switched capacitors to alleviate peak conditions. 

Automatically-switched General Electric ca- 
pacitors can be supplied on short delivery —for 
as little as $5.66 per kvar. They can be installed 
on your distribution feeders or at the substation 
in a matter of hours. And they provide one 
of the least expensive methods of releasing 
system capacity. 

For information on how switched capacitors 
can help you to meet today’s climbing loads, 
call your nearest G-E Apparatus Sales Office. 
|$0r write to Section 407-36E, General Electric 

ig Company, Schenectady 5, New York. 
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FLEXIBLE KILOVAR SUPPLY. Where kilovar loading 
varies widely in any 24-hour period, G-E switched 
capacitors can supplement fixed capacitors in provid- 
ing economical kilovars. (Ruled area shows kilovars 
furnished by synchronous condensers or generators.) 


BE 


. ad 
ON DISTRIBUTION FEEDERS. Pole-mounted G-E automatically- 
switched capacitors are used by many utilities to bring kilovar 
supply close to load. These factory-assembled units cost as 
little as $5.66 per kvar. 


AT THE SUBSTATION. General Electric switched capacitor 
equipments can be used in large banks to supply bulk kilovars. 
Completely-enclosed equipments like this 5100-kvar, 13,200- 
volt bank installed by Metropolitan Edison Co., now cost 
as little as $7.00 per kvar. 


GENERAL (6) ELECTRIC 
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GENERATOR 
BY ELLIOTT 


TURBINE 
BY ELLIOTT 


CONDENSER 


BY ELLIOTT EJECTORS 


BY ELLIOTT 


STRAINERS # 
BY ELLIOTT - 


! I. = 
MOTORS ¥ 


BY ELLIOTT 





When the major elements in a power generation system bear the trade 

mark of a single builder of dependable reputation, the functioning , 

of individual units may confidently be expected to achieve the highest standards 
of performance. Elliott-built equipment, as shown above, is mated 


to attain the utmost in overall operating economy. 


ELLIOTT Company | 


JEANNETTE, PA. Plants ot: JEANNETTE, PA. + RIDGWAY, PA. 


AMPERE, N. 3.¢ SPRINGFIELD, O. oe NEWARK,N. J. 
DISTRICT OFFICES IN PRINCIPAL CITIES 
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agg: Independent Telephone Association begins annual convention, Los Angeles, 
al., 1952. 





Onno Association of Corrosion Engincers ends short course on corrosion, Cleveland, 
hio, 1952. 





| International Organization of Stenderdis ation ends 2-week triennial meeting, Columbia 
University, New York, N. Y., 





{ Michigan Electric Light Association begins annual convention, Mackinac @ 
Island, Mich., 1952. 





American Society for Testing Materials begins meeting, New York, N. Y., 1952. 
Michigan Gas Association begins meeting, Mackinac Island, Mich., 1952. 





Washington-Oregon Independent Telephone associations end 2-day joint annual con- 


vention, Spokane, Wash., 1952. 





° 
American Water Works Association, New Jersey Section, holds summer outing, Mar- 
tinsville, 5 





| National Retail C 1 Association ends 4-day international consumer credit conference, 
Washington, D. C., 





American Institute of Electrical Engineers ends 4-day summer general meeting, Min- 
neapolis, Minn., 1952. 





Vational ag > s& — Appliance Manufacturers Exhibits will be held, Atlantic 
City, N. J., July 7-13, 





will hold Pacific general mecting, Phoenix, 


ae. ant. 19-- 22, 





{ Canadian Electrical Association begins annual convention, Banff, Alberta, e:) 
Canada, 1952. 
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Pacific Coast Gas Association will hold annual meeting, Los Angeles, Cal., Sept. 
52. 














q American Society of Civil Engineers will hold centennial celebration, Chicago, IIl., 
Sept. 3-13, 1952. 
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Courtesy, Detroit Edison Company 


Private Hydro on the Huron River 


A small hydro plant in a pastoral setting near Ann Arbor, Michigan. 
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IMPACT OF PRICE LEVEL CHANGES ON 


Uulity Depreciation Costs 


PartI. Historical Price and Investment Trends 


The argument that accounting does not need to give recognition 

to changes in the price levels is carefully but critically examined. 

Here is an analysis of the impact of price level changes on de- 
preciation costs of public utilities. 


By PAUL GRADY* 


N an article in one of our popular 

magazines, Geoffrey Crowther, 

editor of The Economist (Lon- 
don), presented a keen analysis of our 
tremendous spending program and 
suggested that the overextension of 
“A-bomb” or military defense meas- 
ures may easily create even greater 
hazards from a more subtle weapon; 
namely, “‘Russia’s ““B-bomb,” which is 
defeat for the United States via bank- 
tuptcy. If we stop to consider that the 


*For personal note, see “Pages with the 
tors,” 
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Federal budget for the ensuing year 
is $85 billion, a sum approximating the 
total income of all persons living west 
of the Mississippi river plus Wiscon- 
sin and Mississippi, it is evident that 
the warning deserves careful attention. 

One of the main ingredients of the 
“B-bomb,” if it is fashioned out of 
our foolishness and wastefulness, will 
be rampant inflation. Stated in simple 
terms, inflation is too much money, 
or its equivalent, competing for too 
few goods. Many may hold that all of 
this has nothing to do with accounting, 
JUNE 19, 1952 
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on the grounds that accounting is 
wholly an historical process. It is my 
view that this concept of accounting, 
reflected in the postulate that account- 
ing does not need to give recognition 
to changes in purchasing power of 
money, acts as a stimulant to inflation 
in periods of high prices and cor- 
respondingly extends deflation in 
periods of depression. The major de- 
velopments in accounting thought in 
the past year are concerned with the 
problems of reflecting price level 
changes, due to monetary inflation, in 
the financial statements of business 
enterprises. Before discussing the ac- 


€ 
GREAT BRITAIN: 


counting aspects I should like to pre- 
sent certain financial and economic in-§. 


formation in chart and tabular form, 
because the facts demonstrate the 
urgericy of the matter more eloquently 
than words. 


Extent of Inflation 


HE first chart shows the price of 


gold in British shillings over§ 


seven centuries. After a remarkable 
stability for more than two centuries, 
the price of gold has trebled in the last 
twenty years. The two centuries of 
stability embrace the entire period of 
industrial development and the simul- 


CHART NO. | 


PRICE OF GOLD OVER SEVEN CENTURIES 
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Logeri@mic seak. 


Mote. Alter @ remarkable stability in the British gotd price for maze thea 


two centuries (from about the year 1700 te 1931) the increases 
test twenty years have had the effect of bringing the price back 
vith what may be called We secular Geveingmen. 
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taneous growth of business account- 
ing. 

It is, therefore, quite natural that 
our accounting concepts would be 
based on an assumption of monetary 
stability. The chart also furnishes 
substantiation of the view, widely 
held among economists, that the gold 
standard period of stability is highly 
abnormal in relation to the long-term 
monetary history throughout the 
world. The constantly rising prices of 
the five centuries prior to 1700 typify 
the more normal pattern, although the 
rate of increase in Great Britain is 
modest in comparison with many 
other countries. 

Chart No. 2 (below) shows the 


e 


UTILITY DEPRECIATION COSTS 





consumers’ price index of the Bureau 
of Labor Statistics in the United 
States from 1926 to 1951. It will be 
noted that the price level has increased 
from 100 to 186 in the period since 
1940. The lighter line on the chart 
shows the index for electric utility 
construction prices. The construction 
cost index passed the consumers’ in- 
dex in 1948 and reached 212 in 1951. 
The broken lines on the lower section 
of the chart show the purchasing pow- 
er of the dollar as derived from the 
two price indices. 


\ Juat about the total privately 
held money supply between 1929 
and 1951? According to Federal Re- 


CHART NO. 2 
CHART OF PRICE MOVEMENTS 
COLLARS tNDEX 
$2.20 220 
2.00 200 
1935-39100 
1.80 180 
1.60 160 
1.40 140 
1.20 120 
1.00 100 
80 80 
60 60 
40 40 
195) Est. 
20 kBurece of Labor Statistics. 20 
& National. Production Authdrity - Handy's index. 
925 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 SO 5S! 
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serve Board data, money and its 
equivalent (which totaled only $4.8 
billion in 1933) rose from $66 billion 
in 1940 to $170 billion in 1950, a 10- 
year increase of $104 billion or 160 
per cent. (Last year this total had 
continued to rise to $182.7 billion as of 
November 28, 1951.) Keep this ratio 
in mind while looking at Chart No. 3 
(page 825), which sets forth the gross 
national product from 1929 to 1950. 
The upper line on this chart shows 
gross national product stated in cur- 
rent dollars, whereas in the lower line 
it is stated in constant dollars based on 
the 1939 price level. As measured by 
constant dollars the gross national 
product has increased a little over 50 
per cent between 1940 and 1950. 
However, if proper allowance is made 
for the increase in military expendi- 
tures between the two dates, it is prob- 
able that the increase in goods avail- 
able to consumers is in the area of 30 
per cent. Thus the essential elements 
of inflation are clearly set forth—160 
per cent increase in the supply of 


money versus 30 per cent increase in 
the supply of goods. 
Reference has previously been made 


to the overstatement of reported net § 


income of business corporations un- 
der presently accepted accounting as 
compared with economic net income. 


Economic profits may be defined as the | 


amount remaining from total sales and 


revenues after all costs appropriately | 


assignable thereto are met, including 
the full cost of replacing the inven- 
tories disposed of or consumed and 
the current cost of replacement of that 
part of the service capacity of fixed 
assets consumed in production and in 
services rendered. The two major fac- 
tors causing the overstatement of dol- 
lar profits as compared with economic 
profits are, therefore, inventory profits 


due to the fifo inventory method and | 


provision for depreciation of fixed as- 
sets on the basis of past dollar costs 
rather than current dollar costs. 


HE tabulation below (Table I) § 
shows the extent of inventory | 


e 


TABLE I 


NATIONAL INCOME ORIGINATING IN CORPORATE BUSINESS 
(Millions of Dollars) 


1951 (Pre- 
1946 1947 1948 1949 1950 liminary) 
Income originating in corporate 
SU 5 nelecdciisinuisaasanmsers $87,171 $105,833 $121,408 $117,684 $132,245 * 
Compensation of employees ...... 68, 81,220 89,993 87,392 96,547 * 
IE gecnsrircodaiinncecees 470 605 570 660 5 A 
Corporate profits before tax ...... 23,010 29,765 32,896 27,495 40,276 $44,500 
Corporate profits tax liability .... 9,583 11,940 13,028 10,989 18,593 26,600 
Corporate profits after tax ....... 13,427 17,825 19,868 16,506 21,683 17,900 
Inventory valuation adjustment ... — 5,193 — 5,757 — 2,051 + 2,137 — 5,126 — 1,500 
Depreciation adjustment ......... — 1312 — 2,106 — 2,840 — 2,709 — 3,330 — 4,200 
Total overstatement in reported 
Sn hiescceckeeediaeuhanmen 6,505 7,863 4,891 572 8,456 5,700 
aaa 6,922 9,962 14,977 15,934 13,227 12,200 
Per cent of overstatement in relation to adjusted profits for six years .. . 46% 





*Data not available. 


Source: Department of Commerce (“National Income—1951 Edition”), except for informa- 
tion on depreciation adjustment which was estimated by Dr. George Terborgh of Machinery & 


Allied Products Institute. 
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UTILITY DEPRECIATION COSTS 





The Rapid Pace of Expansion 


ma pe doubling of utility construction costs in the past decade has 
coincided, especially in the postwar years, with unprecedented 
requirements for greater capacity to meet the steadily increasing de- 
mands of industrial, commercial, and residential customers. Under these 
conditions depreciation provisions based on original cost are not suffi- 
cient to finance the maintenance of the established capacity and, there- 
fore, outside financing is necessary not only for additions and extensions 
of plant but also for the differential between original cost and cost of 
replacement of plant worn out in service.” 





profits and of the difference between 
§ historical dollar cost and current dol- 
lar cost of depreciation for all corpora- 
tions for the years 1946 to 1951, in- 
9 clusive. It will be noted that the inven- 
tory adjustments aggregated more 
than $5 billion in three of the six years 
and that the depreciation adjustment 
has passed the $4 billion mark in 1951. 
For the entire period the combined 
price level adjustments represent 46 
per cent of the adjusted economic in- 
come of all corporations. 

It has been said that statistics are 
somewhat like burlesque shows since 
they are often suggestive but seldom 
reveal vital features. This tabulation 
is more than suggestive and, in my 
opinion, reveals a vital defect in pres- 
ent accounting practices. How can a 
46 per cent overstatement of reported 
profits in relation to real wealth pro- 
duced over a 6-year period fail to mis- 
lead the majority of people interested 
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in corporate results? It misleads the 
stockholders as to ability to pay divi- 
dends; it misleads the government as 
to ability to pay taxes; it misleads la- 
bor as to ability to meet higher wage 
demands. Thus it becomes an aid to 
further inflation. 


Recent Accounting Developments 


Pea there is no disagree- 
ment in the accounting profession 
as to the fact that reported profits are 
greatly in excess of economic profits. 
In a letter dated October 14, 1948, the 
committee on accounting procedure 
held there was no need to change ac- 
counting practices at that time but 
said : 

... The committee recognizes that the 

common forms of financial statements 

may permit misunderstanding as to the 


amount which a corporation has avail- 
able for distribution in the form of 
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dividends, higher wages, or lower 
prices for the company’s products. 
When prices have risen appreciably 
since original investments in plant and 
facilities were made, a substantial pro- 
portion of net income as currently re- 
ported must be reinvested in the busi- 
ness in order to maintain assets at the 
same level of productivity at the end 
of a year as at the beginning. 

Stockholders, employees, and the 
general public should be informed that 
a business must be able to retain out 
of profits amounts sufficient to replace 
productive facilities at current prices 
if it is to stay in business. The com- 
mittee therefore gives its full support 
to the use of supplementary financial 
schedules, explanations, or footnotes 
by which management may explain the 
need for retention of earnings. 


HERE is disagreement, however, 

on whether the accounting pro- 
fession should take the responsibility 
of sponsoring the recognition of price 
level changes in financial statements 
and, if so, as to the methods of imple- 
mentation. During 1951 there were 
two significant developments which in- 
dicate that the wall of inertia and re- 
luctance has begun to crumble. The in- 
come study group sponsored by the 
American Institute of Accountants is- 
sued a comprehensive report called 
“Changing Concepts of Business In- 
come,” and a committee of the Ameri- 
can Accounting Association, a na- 
tional organization composed prin- 
cipally of teachers of accounting, 
issued a statement entitled “Price 
Level Changes and Financial State- 
ments.” Both of these documents 
recommend the reflection of price level 
changes in supplementary statements 
to be included with the so-called his- 
torical financial statements. There are 
certain differences in the approach of 
the two groups which are unimportant 
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for the purposes of this discussion 

Both reports recommend the sub 
mission of supplemental income state 
ments in which all expense charge 
are stated in current dollars homo 
geneous with current sales and rev 
enue dollars, and thus make the net} 
income of business corporations com 
parable in purchasing power to in- 
terest, wages, and other income ref 
ceived in a given year. To accomplish 
this purpose, it is recommended that 
inventory profits resulting from the 
fifo method be eliminated or at least 
set forth in a separate section and that 
provision be made for the excess of 
current cost of property exhaustion 
over original cost. Inventory price 
level adjustments must, of course, be 
based on specific cost experience of the 
business enterprise, but the reports 
recommend the use of a general price 
index for the computation of deprecia- 
tion adjustments. 


| ype of the discussion in opposi- 
tion to adjusting for price level 
changes in financial statements has 
been directed to the limitations and 
alleged unsuitability of available price 
index series. Undoubtedly a better in- 
dex for fixed assets could be developed 
than is now available and I should like 
to have it done by the Bureau of Labor 
Statistics, so that its objectivity cannot 
be questioned. In the absence of a 
more specific index, the consumers’ 
price index is entirely suitable as a 
measure of the change in the purchas- 
ing power of the dollar. The search 
for perfection and meticulous ac- 
curacy in any index is inconsistent 
with the rather wide zone of estimate 
which is inherent in forecasting the 
useful lives of fixed assets. Further- 
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more, the objection tothe use of agen- profits of many companies following 
eral price level index for this purpose the lifo inventory method. 

makes little sense when we consider 

that it is already widely used in other ‘+. report of the Income Study 
fnancial and economic matters. For Group is of great interest for 
example, it is used to escalade wage and_ more reasons than its conclusions. It 
salary rates in labor contracts cover- contains a valuable discussion of the 
ing more than three million workers _ basic postulates of accounting and ex- 
and is rapidly being extended to many plodes the claims made by some ac- 
millions more by the wage and salary countants that past cost is the hallowed 
stabilization boards; it is similarly em- traditional basis of accounting. The 
ployed for old-age pensions in Illinois report represents the results of over 
and for tax limitations in Minnesota; three years of study by a group com- 
an index method is used to determine posed of public accountants, corporate 
parity prices for agricultural products; accountants, government accountants, 
and special indices have been prepared teachers of accounting, economists of 
or accepted by the Treasury Depart- varying viewpoints, lawyers, and 
ment for the determination of taxable business executives. This is probably 
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the first time that representatives of 
business and the related professions 
have tried to develop a common line 
of thought on a matter of great im- 
portance to the well-being of our in- 
vestor- owned enterprise system. 
When this is considered, it is surpris- 
ing that only eight of the forty-four 
members of the group expressed dis- 
sent from the conclusions of the re- 
port. The dissenters were composed of 
three government accountants, four 
other accountants, and one labor 
economist. 


pe the Income Study Group was 
sponsored by the American Insti- 
tute of Accountants, I should assume 
that the institute’s committee on ac- 
counting procedure would give special 
study to the report as a basis for for- 
mulating specific recommendations for 
the treatment of price level changes in 
financial statements of business corpo- 
rations. It is my own hope that the in- 
stitute committee may conclude that 
the extent of overstatement of reported 
profits requires recognition of price 
level adjustments in the regular finan- 
cial statements of industrial corpora- 
tions. This should not be done for 
utilities, however, in advance of recog- 
nition of the additional costs for rate- 
making purposes by the government 
commissions having jurisdiction. 
Space will not permit a more de- 
tailed discussion of the reports of the 
Income Study Group and of the 
American Accounting Association 
Committee. Both reports are readily 
available to anyone interested in ob- 
taining them. The remaining space 
will be devoted to a brief discussion of 
the effects of inflation in prices on the 
property exhaustion costs of public 
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utilities and to the regulatory aspects 
of the problem. 


Property Exhaustion Costs of Public 
Utilities 

HE doubling of utility construc- 

tion costs in the past decade has 
coincided, especially in the postwar 
years, with unprecedented require 
ments for greater capacity to meet the 
steadily increasing demands of indus- 
trial, commercial, and residential cus- 
tomers. Under these conditions de- 
preciation provisions based on original 
cost are not sufficient to finance the 
maintenance of the established capac- 
ity and, therefore, outside financing is 
necessary not only for additions and 
extensions of plant but also for the 
differential between original cost and 
cost of replacement of plant worn out 
in service. 

The problem of compensating the 
utility for the exhaustion of its depre- 
ciable properties in the public service 
is inherent in all of the different pat- 
terns of rate making. The crucial 
point at issue is the purpose of the de- 
preciation allowance. Should the al- 
lowance merely return an equal num- 
ber of dollars, even though such dol- 
lars are now only 50-cent pieces as 
compared with the original dollars? 
Or, should the allowances be sufficient 
to finance the replacement of proper- 
ties in order to maintain the original 
capacity of the plant? It seems clear 
that the significant economic event is 


not the exhaustion of original cost dol- | 


lars, but/ it is the exhaustion of the 


property itself. If the utility does not | 
collect sufficient funds from the cus- | 


tomers to finance the replacement, it 


has at that point incurred an economic 


loss. 
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This basic fact seems to have been 


recognized by the Supreme Court in 
1909 in the Knoxville Water Case 


(212 US 1), as will be seen from the 


struc-§ following quotation : 
has 


.. . Before coming to the question of 
profit at all the company is entitled to 
earn a sufficient sum annually to pro- 
vide not only for current repairs but 
for making good the depreciation and 
replacing the parts of the property 
when they come to the end of their 
life. The company is not bound to see 
its property gradually waste, without 
making provision out of earnings for 
its replacement. It is entitled to see 
that from earnings the value of the 
property invested is kept unimpaired, 
so that at the end of any given term 
of years the original investment re- 
mains as it was at the beginning. It is 
not only the right of the company to 
make such a provision, but it is its duty 
to its bond and stockholders, and, in the 
case of a public service corporation at 
least, its plain duty to the public. Ifa 
different course were pursued the only 
method of providing for replacement 
of property which has ceased to be 
useful would be the investment of new 
capital and the issue of new bonds or 
stocks. 


UTILITY DEPRECIATION COSTS 


oo decision dealt with the ques- 
tion of providing versus not pro- 
viding for depreciation. It seems clear, 
however, that there is only a difference 
of degree between a method which 
provides nothing and one which pro- 
vides half enough to take care of the 
replacement of property which has 
ceased to be useful. 

In nonregulated competitive indus- 
try supply and demand market forces 
usually result in prices which will com- 
pensate the efficient producer for the 
current costs of replacing inventories 
and plant and also produce a reason- 
able return on the current value of eco- 
nomic capital employed in the enter- 
prise. This is true because new pro- 
ductive capacity can be created only 
by incurring fixed asset and inventory 
costs at current price levels and new 
capital will not be attracted to the field 
unless profit prospects are sufficiently 
liberal. 

In the succeeding half of this article 
the special impact of these economic 
factors on regulated public utility earn- 
ings will be demonstrated. 


Part II of this article will appear in the next issue of the ForTNIGHTLY. 





melt i - purpose of the persons who comprise this [socialist] 
element is perfectly apparent in the pattern of govern- 
ment as it has been laid out since 1933. They are smart enough 
to know that the people of this country would never, by formal 
vote as was the case in Britain, abandon their traditional form 
of government for straight-out Socialism. However, they have 
found that a majority of U. S. citizens will support socialistic 
schemes if they are properly sugar-coated and called by names 


which are pleasing to the ear. 


“Thus, by moving in from a dozen different sides at once with 
socialist programs, all of which have in common big public 
spending, they hope to have the country socialized before the 
people wake up to what is happening to them.” 
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—EDIToRIAL STATEMENT, 
Knoxville Journal. 
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Inflation—What It Means to 
Utilities and Investors 


Public utilities face a difficult financial future unless 
an economically sound approach to utility rate mak- 
ing in times of inflation is soon forthcoming. 


By JACKSON MARTINDELL* 


\ \ T= have traveled much farther 
along the inflation road than is 
generally realized in the field 
of business. Inflation has already con- 
fiscated part of the wealth in important 
segments of society. It has created 
great inequities in our economic struc- 
_ ture. Furthermore, there is much more 
inflation to come. 

Inflation is the greatest single 
danger confronting Americans. It is a 
powerful weapon by which govern- 
ment can confiscate and destroy the 
nation’s wealth. If permitted to fall 
on society with great inequality of bur- 
den, it can have disastrous effect on the 
social structure itself. The evil of in- 
flation is generally concealed until too 
late, much like the stimulation of a 
narcotic which obscures its undermin- 
ing effect until it has victimized and 
then destroyed the victim. 

In order that your business survive 
this future inflation, you must know 





*For personal note, see “Pages with the 
Editors.” 
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the cause and nature of our current 
situation—how inflation has affected 
your business to date—how it threat+ 
ens your business for the future—and 
how you can fight to survive. 


ge inception of the first stage of 
inflation occurred during World 
War II when huge government deficit 
spending to pay for the war built up 
a great inflationary potential whilé 
prices were being held down. In addi+ 
tion, war shortages created a large 
pent-up civilian demand for consumef 
goods. When this tremendous head of 
steam was released at the war’s close 
with the removal of price controls, 
great upward pressure was exerted onl 
prices until an equilibrium was estab- 
lished between consumer purchasing) 
power and price levels in the 1948-49) 
period. During this postwar spending) 
spree, most industries and individuals} 
temporarily benefited from inflation, 
or thought they did, until such time as} 


prices caught up with incomes. Evenj 
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jorly run businesses and those with 
inferior products appeared to prosper 
much as those that were efficiently 


Ynanaged. This first stage, character- 


ied by easy prosperity, is now over. 


ie second stage, which began in 
1950, is in reality a race against 
rising costs. Legitimate business can 
10 longer profit from inflation. In 
fact, costs have been mounting faster 
than prices, which have been held 
down or slowed down by limited price 
control on the one hand and the danger 
of injuring markets on the other. 
Higher taxes, including excess profits 
taxes, have siphoned off increases in 
incomes of the unusually successful 
enterprises. Good management and 
superior products are again at a 
premium. 

The third stage, which has in- 
evitably followed the second stage in 
many foreign countries, is a period of 
economic chaos. Government credit 
fails and spendable funds of indi- 
viduals buy less goods and services. 
Prices outrun incomes and the stand- 
ard of living is rapidly ground down- 
ward. It is hoped that the third stage 
can be avoided in the United States. 
One possible deterrent is that the tax 
structure in the United States is much 
better geared to that purpose than in 
any of the countries that have gone 
through the full inflationary process. 
Whether or not we reach the third 
stage, we are heading for progressive- 
ly greater inflation for some years to 
come. 


What Confronts the Public Utilities 


| gersgaien enterprises, such as elec- 
tric, gas, and telephone com- 
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panies, occupy a particularly difficult 
position in a period of inflation. Un- 
like competitive unregulated indus- 
tries, they are not free to increase 
prices promptly to meet greater costs. 
Applications to regulatory bodies for 
higher rates usually involve a lengthy 
period of processing so that increased 
costs are sometimes recovered only 
after long delays. In the meantime, the 
costs are borne by the stockholders in 
the form of diminished return. 
Furthermore, such costs are generally 
not recoverable between the date in- 
curred and the date a rate increase is 
granted so that the interim increased 
cost is practically never borne by the 
consumer where it rightfully belongs. 


| the case of one large utility, rate 
increase applications during the 
postwar period have been pending al- 
most a year on the average before de- 
cisions have been rendered by theregu- 
latory commissions. This is no excep- 
tion. In one instance application was 
on file for thirteen and one-half 
months before a hearing was granted. 
The reasons for such delays are nu- 
merous. Crowded calendars, inad- 
equate staffs, delaying tactics by inter- 
veners, and lack of legal compulsion 
undoubtedly all play their part. 

There is no larger field of business 
where so much confusion exists as to 
proper economic objectives in the fix- 
ing of prices or rates in a period of 
second-stage inflation. The result has 
been that in the postwar period utility 
equity investors have suffered almost 
universally heavy economic loss both 
in capital and income. Because this loss 
has largely been concealed (as are 
most inflationary losses) through un- 
dermining of the dollar, rather thanre- 
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CHANGE IN MARKET VALUE OF VARIOUS 
INVESTMENTS 1940 - 51 
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flected in accounting results, unwary 
new investors continued to provide 
some new risk capital to utilities. Can 
it be that they are temporarily beguiled 
by an above normal dividend yield in 
terms of a watered monetary unit? 
Are they losing their chickens for the 
sake of the eggs? 


A indication of the damage sus- 
tained by past utility investors to 
date as a result of inflation is shown in 
accompanying charts. One of these 
(page 830) compares the change in 
dollar market value from 1940 to 
1951 of farms, homes, industrial 
stocks, and telephone and operating 
electric utility stocks with the change 
in the consumers’ price index. It 
shows that, while the increases in 
dollar values of the other invest- 
ments have more than offset the 
shrinkage of the dollar over that 
period, telephone and electric utility 
stocks have fallen far short of doing 
so. Thus, the loss in economic value, 
or purchasing power, of preinflation 
investors has been substantial. 
Another chart (page 838) com- 
pares the change from 1940 to 1951 
in earnings, dividends, and book 
equity per share of the Dow-Jones 30 
industrials with electric utility and 
telephone stocks. The showing of the 
regulated utilities is quite unfavorable. 
With little or no improvement in divi- 
dend income per share of either elec- 
tric or telephone companies, stock- 
holders of these industries have suf- 
fered loss of income in terms of pur- 
chasing power of about 50 per cent. 
The present plight of public utility 
investors stems chiefly from loss of 
economic perspective by all parties con- 
cerned — utility managements, com- 
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missions, and courts. During the 
greatstruggleover regulatory formulae 
and standards in the past half-century, 
regulatory expedients have replaced 
sound economic principles and well- 
defined standards have become prac- 
tically nonexistent. The applied stand- 
ards of justice and reasonableness 
vary widely among regulatory bodies 
and on judicial review the standards 
applied by the courts vary according 
to the viewpoint of individual judges 
and their degree of understanding of 
economic processes. 


it is not suggested that greater fault 

lies with the regulatory bodies and 
the courts than with the utility com- 
panies themselves. Past abuses by 
utility managements relating to book 
valuations of properties, depreciation 
practices, etc., have brought into being 
the rigid systems of accounting pre- 
scribed by the regulatory bodies which 
tend to conceal (from the manage- 
ments and the regulatory bodies alike) 
the true economic results of the busi- 
ness in a period such as this. 

Utility managements have not al- 
ways been diligent in presenting to 
regulatory bodies in hearings on rate 
increase applications the true basic 
economic considerations underlying 
the need for rate increases. Many such 
managements, particularly in the elec- 
tric field, have been willing to accept, 
without seeking rate relief, return lev- 
els which appear satisfactory, as de- 
termined by measures now eco- 
nomically meaningless because of de- 
basement of the dollar, but which in 
many instances are in fact confiscatory 
in the sense of real economic return. 
These rates may ultimately damage 
the quality of service. 
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Capital Credited As a Rate Test 


ce Op of the principal tests laid down by courts in the past in deter- 

mining the reasonableness of utility rates is the ability of the 

business to attract capital. Since any business, even one in bankruptcy, 

can usually raise some kind of capital on some terms, this test is not a 

naked one. It must imply raising such capital in such kind and on such 

terms as are fair and equitable to existing owners of the business; other- 
wise, the test would be meaningless.” 





In the remainder of this article cer- 
tain questions and principles are raised 
which require further exploration and 
development by utility companies and 
regulatory bodies if public regulation 
of utility prices is to be successful and 
if private ownership of utility enter- 
prises is to survive under such regula- 
tion. While the American Institute of 
Management has given considerable 
study to the problem of evaluation of 
the various matters raised, a discussion 
of such techniques is not practical 
within the scope of this article. 


Integrity of Capital Must Be Watched 


ig the utility field, capital has come 
to be synonymous with money. 
This confusion of economic meaning 
has produced a philosophy of regula- 
tion which, carried over into a period 
of inflation, produces dire economic 
JUNE 19, 1952 


consequences to the utility business. 

As pointed out earlier, capital in an 
economic sense is wealth devoted to the 
production of more wealth. It con- 
sists of buildings, machinery, tools, 
materials, etc. Wealth, or capital, can 
be expressed in terms of money, where 
the monetary unit represents a given 
unit of wealth. When through de- 
valuation or inflation, the monetary 
unit represents a smaller unit of 
wealth, the original monetary evalua- 
tion of capital has lost its economic 
significance. The situation is identical 
in principle with the measurement of 
distance. If the length of a mile were 
legally redefined and cut in half, the 
distance between two points would be 
restated in terms of the new mile. The 
measurement in terms of the old mile 
unit would have become obsolete, con- 
fusing, and meaningless. 
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Utility capital is wealth, or savings, 

of the owners devoted to the enter- 
prise. At the time committed it repre- 
sented a given quantum of purchasing 
power. If maintaining the integrity of 
such capital has any significance at all, 
it must mean maintaining its ex- 
changeability or purchasing power. 
The dollar value of such capital at the 
time committed would be a significant 
bench mark for this purpose only if 
the dollar remained a constant meas- 
ure of wealth or purchasing power. 
When the value of the dollar has 
changed significantly the absurdity of 
using a dollar valuation bench mark 
becomes clear. If the dollar had shrunk 
99 per cent in value in the interim, in- 
stead of 50 per cent, no one would con- 
tend that $100 of utility plant capital 
committed prior to the shrinkage was 
not entitled to consideration in terms 
of preinflation values. 
Utility managers, as trustees of the 
owners’ capital, have the responsibility 
of protecting the integrity of that 
capital. This means protecting its ex- 
changeability or relative purchasing 
power and not merely its book value. 
A business whose capital is shrinking 
in terms of relative purchasing power 
is failing to recover its total economic 
costs including adequate return. Such 
a business is consuming its own capital 
and is a dying business. 


Depreciation Accounting 


| geereeye utility companies are re- 
quired to maintain their accounts 
under uniform systems prescribed by 
regulatory bodies. It is nearly uni- 
versal practice to provide for recovery 
evenly over the expected life of the 
original cost of property (or capital) 
consumed in rendering service. 
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While the economic purpose of such 
recovery is to maintain the integrity of 
the capital, the accounting concept of 
depreciation expense predicated on re- 
covery of original dollar cost (less sal- 
vage value) is somewhat more restrict- 
ed. When a substantial rise in the 
price level has intervened as a result of 
permanently imbedded inflation, the 
economic shortcomings of the ac- 
counting concept become obvious. 

Regardless of the claimed, limited 
objectives of depreciation accounting, 
a utility must recover the full eco- 
nomic value of property consumed in 
rendering service as a part of the price 
of the service if it is to maintain the 
real integrity of its capital. Otherwise, 
as property is retired from service and 
replaced, new capital must be raised 
merely to maintain the same quantum 
of earnings capacity. In a sense this 
is nothing more than “watering” the 
stock for the number of ownership 
units is expanded without increasing 
the service capacity of the business. By 
this process the earning power per unit 
of ownership is diluted. 

There is some evidence that com- 
missions are becoming aware of this 
problem. It is up to the utilities, 
through presentation of economic 
testimony, to make this recognition 
more widespread and to obtain reflec- 
tion of this economic cost in service 
rates. 


Attraction of Capital 


OX of the principal tests laid down 
by courts in the past in determin- 
ing the reasonableness of utility rates 
is the ability of the business to attract 
capital. Since any business, even one 
in bankruptcy, can usually raise some 
kind of capital on some terms, this test 
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is not a naked one. It must imply rais- 
ing such capital in such kind and on 
such terms as are fair and equitable to 
existing owners of the business ; other- 
wise, the test would be meaningless. 


ze 
CHANGE IN PURCHASING POWER VALUE 
OF INVESTMENT AND DIVIDEND 
1940 - 1951 
SE RR EN a Seale 8 AMSTEL oe 
MARKET VALUE PER SHARE 
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It has been asserted that the test 
would be met if new equity capital 


could be issued at a price which would | 
not dilute the per share book equity. | 
In a period of constant dollar values | 
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when current dollars are similar in size 
to those at the time the capital was 
committed, this proposition is signifi- 
cant. 

However, in a period of rapidly 
shrinking dollars it is economically 
meaningless. The capital account on 
the books of the company is an aggre- 
gate of dollars of many different sizes. 
Ownership shares issued at one time 
may each represent capital of much 
different relative purchasing power, or 
earnings capacity, than shares issued 
at another. The only economically 
meaningful test is that the business 
should be in a position to issue new 
ownership shares at a price which will 
not dilute the economic value of shares 
of existing owners. Economic value in 
this sense might be taken to mean 
earnings capacity. 


A= PLE example will illustrate this 
concept. Suppose the owner of a 
moving business has $100,000 invest- 
ed in ten vans. The book value of 
each of his shares is $100. Suppose he 
desires to expand his business by 50 
per cent and finds another individual 
who will invest enough money to buy 
another five vans. Because of price in- 
flation the new vans cost twice as much 
each as the older vans, or a total of 
$100,000. If the shares are issued to 
the new owner at $100 each, which 
would not dilute the book equity of 
the old shares, each man would then 
own half the business, although the 
new owner had contributed only one- 
third of its earnings capacity. 

The original owner would com- 
mand the earnings from the equiva- 
lent of only seven and one-half vans 
although he had provided ten vans to 
the business. There has been by this 
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process a transfer of capital from the 
old owner to the new and the earnings 
capacity of the old owner’s shares has 
been diluted. To avoid this inequitable 
result the new shares should have 
been issued to the new owner at $200 
per share. He would then own only 
one-third of the business which is 
equivalent to his real capital contribu- 
tion, and he would be entitled to only 
one-third of the earnings. 

In the example cited, unless the own- 
er can issue the new shares on 
equitable terms he can refuse to ex- 
pand. 

In the utility business, expansion 
is not a matter of choice. New capital 
must be provided to meet the service 
demands of the public. Unless new 
shares can be issued on terms that 
will protect the economic integrity of 
existing shares, and not merely nomi- 
nal book equity, past investors will be 
arbitrarily deprived of capital. In an 
economic sense, such a result is bald 
confiscation. 


The Rate Base Is Half the Problem 


NDER the customary regulatory 

formula, the return to be allowed 
as an element in fixing utility rates is 
usually found as the product of a fair 
rate of return and a rate base. This 
return, or profit, which is allowed after 
provision for all expenses and taxes, 
has the function of providing for all 
capital costs. This includes a reason- 
able return to the owners, plus attract- 
ing additional capital funds on 
equitable terms, plus maintaining the 
integrity of the existing capital. De- 
spite the fact that return is a relatively 
small component in total revenues, it 
has been the most violently controver- 
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sial of all issues in rate proceedings. Volumes have been written regard- 
The discussion which follows islimited ing utility property valuations and the 
to the rate base factor in the regula- economic and legal history of rate base 
tory formula. determinations in the regulation of 
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public utility rates. Repetition of such 
detail in this article would serve no 
useful purpose. An endeavor is made, 
however, to present the problem now 
confronting utility companies. 

For many years prior to the last 
decade, regulatory commissions were 
required under decisions of the United 
States Supreme Court to find a “fair 
value” rate base. In some states the 
requirement still is in effect, either by 
constitutional or statutory require- 
ment, or by judicial decision. In find- 
ing such fair value, commissions were 
required to “consider” such factors as 
reproduction cost, original cost, etc. 
The Supreme Court decision in the 
Hope Natural Gas Company Case, 
rendered in January, 1944, is said to 
have altered the law to the extent that 
finding a fair value rate base was no 
longer mandatory.’ Commissions were 
free to use any reasonable formula for 
fixing of rates so long as it was predi- 
cated on appropriate findings of fact 
based on the evidence. Upon judicial 
review, the only question raised (ex- 
cluding due process) was whether the 
end result was reasonable and just. 


7s difficulty with the Hope Case 
and subsequent Supreme Court 
decisions is that no well-defined stand- 
ards of reasonableness have been estab- 
lished. In the words of Justice Jack- 
son in his dissenting opinion in the 
Hope Case, “If we are to hold that a 
given rate is reasonable just because 
the commission has said it was reason- 
able, review becomes a costly, time- 
consuming pageant of no practical 
value to anyone. If, on the other hand, 





1 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 320 US 591; 51 PUR NS 193. 
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we are to bring judgment of our own 
to the task, we should, for the guid- 
ance of the regulators and the regu- 
lated, reveal something of a philoso- 
phy, be it legal or economic or social, 
which guides us. We need not be 
slaves to a formula but unless we can 
point out a rational way of reaching 
our conclusions they can only be ac- 
cepted as resting on intuition or pre- 
dilection. I must admit that I possess 
no instinct by which to know the ‘rea- 
sonable’ from the ‘unreasonable’ in 
prices and must seek some conscious 
design for decision.” 

For a number of years prior to the 
Hope Case, there was much clamor on 
the part of regulatory commissions for 
adoption of a “prudent investment” 
rate base. Such a base is generally re- 
garded as the sum of the accounts 
representing property used and useful 
in rendering the service, less the 
amount of depreciation reserve. The 
motivation behind such a base was 
largely administrative simplicity, al- 
though Justice Brandeis in some of his 
dissenting opinions in the early 1920’s 
and various economists were able to 
develop a plausible rationale for such 
an approach. 


| ron to the steep inflation of the last 
decade, the prudent investment ap- 
proach was not particularly harmful 
to utility investors because current 
dollars were not materially different 
from book dollars. It is my view, as 
well as the view of my associates in 
the American Institute of Manage- 
ment, however, that the prudent in- 
vestment approach to rate making was 
never valid except in a period of con- 
stant dollar values. It has been claimed 
by some academicians that by invest- 


837 JUNE 19, 1952 











PUBLIC UTILITIES FORTNIGHTLY 


ing in public utility enterprises inves- 
tors were knowingly subjecting them- 
selves to divestment of wealth through 
shrinkage in the purchasing power of 
the dollar. Utility investors could 


never be distinguished from investors 
in other businesses in our economy as 
consciously taking the risk of mone- 
tary inflation. In the kind of economy 
we are now experiencing, utility equi- 
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ties, under such a theory, would be a 
booby trap for risk capital. It is incon- 
ceivable that informed equity inves- 
tors would knowingly suffer greater 
loss in economic value of principal 
each year than the dollars of return 
realized through dividends. In real 
life, risk takers are not that kind of 
people. 


Conclusions 


. is my belief and that of the insti- 
tute with which I am associated 
that neither the Federal nor state con- 
stitutions nor our legislative bodies 
ever contemplated the destruction of 
private wealth invested in public util- 
ity enterprises which is currently re- 
sulting from inflation. Unless an eco- 
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nomically sound approach to utility 
price fixing in an inflationary economy 
can be developed and utilized in the 
regulatory process, utility investors 
are bound to suffer progressively 
greater loss in the future. In the 
opinion of the American Institute of 
Management, informed utility inves- 
tors are already recognizing these 
dangers, and will soon follow the ex- 
ample of government savings bond- 
holders in getting out from under. 

This presents a problem to be solved 
jointly by utility managements, in the 
interests of utility stockholders, and 
by regulatory bodies whose findings 
must further attract much needed 
capital to public utilities for the ulti- 
mate benefit of consumers. 
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lem Taxes Worked to Death 


ce HE fact is that in this country income taxes, both per- 
sonal and corporate, have been worked to death. This 
is shown in the high rates to which they have been pushed, and 
in the top-heavy proportion they now represent of the total 
Federal revenue—over 80 per cent. Probably in no other coun- 
try in the world is the revenue so heavily dependent upon this 
type of tax. In Great Britain and Canada only about half the 
total revenue ts in the form of such taxes. 
“Still other indications that the income tax has been getting 
too greedy have been the growing symptoms of revolt on the 


part of the taxpayer. ... 


“As the tax bears down more and more heavily, more 
people seek the sanctuary of tax-exempt investment. Others 
turn in desperation and resentment to the less legitimate de- 
vices of income concealment. Some even defy the Treasury— 
as the housewives who refuse to withhold and remit social 
security taxes on their domestic help. Thus noncompliance be- 
comes more general and the revenue system is weakened. Our 
tax system has been administered successfully because it has 
had the voluntary support of the public. This becomes impos- 
sible when people feel they are being robbed of their substance.” 

Excerpt from the “Monthly Letter,” published 


by the National City Bank of New York. 
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Ann Arbor’s Public Utility 
Executive Program 


Next month the University of Michigan’s School of Business 

Administration will open its doors, once again, to more than 

fifty public utility executives representing electric, gas, and 

telephone companies from coast to coast. They will take part in 

an executive development program. Here is a firsthand im- 

pression of the 1951 sessions, as seen by a former “student” 
of the course. 


By EDMUND ]. THIMME* 


nN Sunday, July 8, 1951, fifty- 
() seven public utility executives 

gathered in a girls’ dormitory 
at the University of Michigan. Their 
experience and background varied 
greatly, as they represented electricand 
gas utility companies, Bell system, and 
independent telephone companies. In- 
cluded in the group were company 
presidents, vice presidents, general 
managers, comptrollers, industrial re- 
lations managers, general superin- 
tendents of operations, as well as staff 
and line executives from other eche- 
lons. They had, however, a number of 
things incommon. All were employed 
by privately owned utility companies ; 
most of them had reached rather high 





*For personal note, see “Pages with the 
Editors.” 
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levels in their respective organizations ; 
all had indicated the potential ability 
to develop into top-management ex- 
ecutives; and each one was looking 
forward to the opportunity of study- 
ing the problems inherent in public 
utility operations at top-management 
levels. 

The previous summer, Elmer L. 
Lindseth, president, Cleveland Elec- 
tric Illuminating Company, then 
president, Edison Electric Institute, 
and Hugh C. Thuerk, president, New 
Jersey Power & Light Company, had 
been informally discussing the diff- 
culty of developing executives fully 
qualified to co-operate with the tre- 
mendously complex problems of top 
management in the utility field. They 
decided to study the possibility of an 
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executive program somewhat similar 
to the well-established Harvard Uni- 
versity course, but specifically de- 
signed for public utility executives. 
Mr. Thuerk, as chairman, with F. E. 
Verdin, director of personnel, Cleve- 
land Electric Illuminating Company, 
as vice chairman, and representatives 
of the Edison Electric Institute, 
American Gas Association, U. S. In- 
dependent Telephone Association, and 
Bell system telephone companies, as 
members, formed the committee which 
decided that such a program could be 
a valuable supplement to the execu- 
tive training activities of individual 
companies. 


I" view of the outstanding position 
of the University of Michigan in 
the business administration field, it 
was not a matter of coincidence that 
the School of Business Administra- 
tion at that university should have 
been selected to develop the program. 

The students arrived at the Helen 
Newberry House, a dormitory located 
on the university campus, which had 
been selected as the most appropriate 
quarters for the group, at varying 
times during Sunday, the day prior to 
the start of the program. Each one 
was enthusiastic about what was cer- 
tain to be an exciting and opportune 
adventure. Each one had some mis- 
givings about undertaking four weeks 
of intensive study in fields somewhat 
foreign to his normal functions, as 
well as in fields in which he was quite 
at home. The misgivings were less- 
ened promptly by the friendliness of a 
youngish looking man who greeted 
each arrival, arranged to have him 
taken to his room, and then introduced 
him to the fellow students who were 
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already there. The host was Profes- 
sor Robert L. Dixon, professor of ac- 
counting and director of the program. 
An impromptu buffet supper was 
arranged that evening at the Michigan 
Union, student activities’ center, at 
which most of the professors who 
were to teach the various courses were 
present. After supper, professors and 
students adjourned to the dormitory, 
and before the evening was over the 
success of the program was assured. 
The professors were all outstanding 
in their respective fields. Almost more 
important, the warmth of their friend- 
liness showed that they were looking 
forward to this experience as much as 
were the students. In this atmosphere, 
the executives soon relaxed and, in 
true undergraduate fashion, got ac- 
quainted in discussion groups, bridge 
games, and an oversized quartet at the 
piano. Even at this early stage, one 
group investigated the caliber of the 
midnight snacks with a pitcher of beer 
served by the famed Pretzel Bell. 


HE next morning the house was 

alive by 6 a.m. Breakfast was 
ready at 7, and the students quickly 
found that they would have no com- 
plaints about the meals which were to 
be served from Monday breakfast 
through Saturday lunch, even though 
the dietitian had been instructed to 
show due regard for the waistlines of 
a group of executives with an average 
age of forty-seven years. Well in ad- 
vance of 8 a.M., the scheduled starting 
time of the first class, the group as- 
sembled on the steps of the attractive, 
modern, and efficiently designed build- 
ing of the School of Business Admin- 
istration. Anxiously awaiting the 
formal beginning of the program, they 
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soon found that they were not to be 
disappointed in any respect. 
Professor William A. (soon to be 
called Bill) Paton “kicked off” 
promptly on schedule, and the pace of 
the program was set then and there. 
Within the first quarter of an hour, 
Professor Paton, nationally recog- 
nized by many as the dean of utility 
accounting, was discoursing at a level 
well above the comprehension of most 
of the students, whose knowledge of 
the subject was of only a general na- 
ture, such as was necessary in the per- 
formance of their operating func- 
tions. The students, however, immedi- 
ately made their limitations known 
and insisted on knowing how—and 
why—every conclusion was reached. 
Several members of the class were 
well qualified to debate any issue 
raised and to assist Bill in leading the 
discussion along lines designed to give 
the rest of the class an understanding 
of the fundamental principles of plant 
accounting, depreciation policy, bal- 
ance sheets, annual reports, and their 
effect on profits and the long-term suc- 
cess of the industry. Did the students 
gain a thorough knowledge of ac- 
counting practice in two short weeks? 
Of course not. The operating execu- 
tives did, however, leave with a basic 
understanding of the relationship of 
accounting and regulation to their 


e 


own fields of endeavor and those mem- 
bers of the class normally concerned 
with accounting confirmed and broad- 
ened their concepts of the accounting 
function. 


iy addition to establishing the fast 
and high-level pace of the pro- 
gram, Bill also made it clear that the 
faculty members were no mere dema- 
gogues; they were top-ranking 
authorities in their respective fields, 
but, even more important, they were 
hard-hitting exponents of the cause 
of free enterprise. Bill’s fiery attacks 
on shoddy accounting practice and un- 
fair regulation policies—directed at 
each with equal vehemence—were not 
to be forgotten. 

At the end of the first 2-hour ses- 
sion, the group adjourned to the very 
modern and attractive faculty lounge 
of the School of Business Admin- 
istration, of which the professors are 
justly proud. They made it very clear 
that the rather sumptuous furnishings 
of their little haven had been provided 
through their own efforts and other 
private funds—not through the contri- 
butions of taxpayers. A half-hour 
breather for coffee and doughnuts 
provided a bit of relaxation and also 
an opportunity for immediate review, 
both in student groups and with the 
professors, of the material presented 


ecutives gathered in a girls’ dormitory at the University of 


q “On Sunday, July 8, 1951, fifty-seven public utility ex- 


Michigan. 


... They had, however, a number of things in 


common. All were employed by privately owned utility com- 
panies ; most of them had reached rather high levels in their 
respective organizations; all had indicated the potential 


ability to develop into top-management executives .. . 


” 
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in the classroom. The schedule was 
the same each morning, Monday 
through Saturday. A 2-hour session, 
with a 5-minute breaker for a smoke 
and a stretch after one hour—the half- 
hour coffee period—then another 2- 
hour class on a different subject. 


| gremeny~ to the classroom, Pro- 
fessor Clare E. Griffin took over 
on the subject of Enterprise Eco- 
nomics—and he “took over” in every 
sense. If, without detracting one whit 
from any of the other courses, the 
students had selected one as outstand- 
ing—Clare’s course would have been 
pointed to as the “frosting on the 
cake.” 

It may have been because this was 
the one subject which might have been 
considered to be less tangible than the 
others—based more on analysis of 
fundamental theories than on operat- 
ing practice. It may have been because 
of sheer admiration for Professor 
Griffin’s ability to develop social con- 
cepts and philosophies into crystal- 
clear conclusions as precise and indis- 
putable as would be obtained by expert 
mathematicians in other fields. It may 
have been—and certainly this was a 
factor—because of Clare’s sincere and 
deep feeling for humanity in general, 
the warmth of his personality, and his 
matchless sense of humor. At any 
rate, the utility executives were in- 
tensely absorbed in the functions of 
an economic system ; at the theoretical 
and practical concepts of progress, effi- 
ciency, security, and their relation- 
ships; the mutual and divergent in- 
terests of various economic groups; 
and the appraisal and analysis of the 
different types of economic systems. 

This group certainly needed no con- 
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vincing as to the merits of a free en- 
terprise system. Never before, how- 
ever, had they been given such a lucid 
explanation and understanding of 
why it was so superior. The course 
was concluded with an analysis of the 
prospects of retaining a free, com- 
petitive economy—of extending it 
throughout the world—and with the 
definite placing of full responsibility 
on the American businessman for 
maintenance of the production and 
the philosophy of our present eco- 
nomic system. Again—lest there is 
any feeling that the emphasis on this 
particular course detracts in any way 
from the other courses or professors 
—it was not that the students “loved 
Caesar less’—they “loved Rome” 
just a little bit more. 


FTER the first fascinating and 
stimulating morning ended, the 
group immediately tackled some of 
the problems of the coming month in 
true executive fashion. A temporary 
committee was established to develop a 
student organization which would 
work with the faculty members to in- 
sure maximum benefits from the pro- 
gram and to assume responsibility for 
satisfying the personal needs of fifty- 
seven utility executives away from 
home. The organization was prompt- 
ly completed, including a separate 
committee to work with each faculty 
member, and house, entertainment, 
golf, and yearbook committees, with 
an executive committee to co-ordinate 
the various efforts. 

Through the efforts of these com- 
mittees, arrangements were made with 
the various professors for additional 
informal meetings to provide an op- 
portunity for more detailed discussion 
JUNE 19, 1952 
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Bringing the Professor Down to Earth 


sas gpeenea William A. (soon to be called Bill) Paton ‘kicked off’ 
promptly on schedule, and the pace of the program was set then 
and there. Within the first quarter of an hour, Professor Paton, na- 
tionally recognized by many as the dean of utility accounting, was dis- 
coursing at a level well above the comprehension of most of the stu- 
dents, whose knowledge of the subject was of only a general nature, such 
as was necessary in the performance of their operating functions. The 
students, however, immediately made their limitations known and in- 
sisted on knowing how—and why—every conclusion was reached.” 





of the course material for the particu- 
lar benefit of those members of the 
group whose experience had not in- 
cluded specialization in those fields; 
convenient laundry and tailor service 
was provided ; soft drink vending ma- 
chines and additional refrigerators ap- 
peared overnight ; an early dinner for 
the professors and their wives was 
planned; a golf tournament (neces- 
sarily limited to 9-hole matches) was 
arranged; and decision was reached 
that a graduation dinner and a year- 
book were “musts.” Throughout the 
program, the student government op- 
erated in both its educational and 
social functions with true manage- 
ment efficiency. 


ioe on the second day, the group 
assembled on the steps of the 
school building ahead of schedule 
(this soon became an _ established 


habit), eagerly anticipating the start 
of the next course. There was some 
concern in the minds of the group. No 
course in Human Relations could pos- 
sibly maintain the pace set by Bill Pa- 
ton and Clare Griffin. Later, Profes- 
sor L. Clayton Hill, who had attended 
the meetings on the first day, also con- 
fessed to a few qualms on that very 
question. The fears of both profes- 
sor and students soon disappeared, 
however, because Clayt did match both 
the pace and level. 

With a psychiatric approach to 
human behavior, the group studied 
the factors inherent in given stimuli 
or situations, the reasons why one in- 
dividual reacted differently than an- 
other, and the necessity for under- 
standing the cause, as well as the 
effect, of “improper” behavior. This 
basic understanding of human be- 
havior was the foundation used in an- 
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alyzing relationships throughout the 
management organization. Knowing 
full well that these basic factors are 
the same at the workman level, that 
the theory of “the Colonel’s lady and 
Judy O’Grady” being “sisters under 
the skin” is sound, the emphasis and 
concentration in this course were 
directed at upper management levels. 
The underlying principle of this 
course was that an executive who is 
familiar with human behavior does 
not “tell” a subordinate where he falls 
down or how a situation should have 
been handled—he gets the subordinate 
to appraise his own performance; to 
analyze and admit his own weak- 
nesses; and arouses in him the desire 
and determination to correct his 
faults and give his very best—as one 
of the players on an efficient, human, 
and productive management team. 


Oe associated with human re- 
lations was the course in Man- 
agement Functions, with Professor 
Donald R. G. Cowan in charge. Un- 
der Don the group studied the types 
of decisions made by top utility exec- 
utives, the factors to be considered in 
solving the various problems with 
which they were confronted, and the 
different kinds of organizational 
structures through which manage- 
ment decisions were effectuated and 
co-ordinated. Ali of these matters 
were studied from the viewpoint of 
their impact on day-to-day operations. 

With the assistance of members of 
the class, the organization charts of 
companies represented by the group 
were studied and the advantages and 
disadvantages of each type of organi- 
zation were analyzed in detail. Em- 
phasis was placed on the value of an 
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organization chart as a starting point, 
but the course was completed with all 
of the group convinced that an effec- 
tive management team gives full con- 
sideration to the individual ability and 
personality of the different members 
of the team, departing from precise 
organizational lines as much as is 
necessary to obtain maximum effi- 
ciency of the group as a whole. 


HE students learned about the 

financial administration of utili- 
ties from Professor Merwin H. 
Waterman, known to the class as Jim. 
Here again most of the group were in 
a field a bit foreign to their customary 
functions, but any unfamiliarity with 
the subject was short-lived. Jim was 
one of the best-liked professors. Only 
slightly “junior” to the group in age, 
he looked very much like an under- 
graduate. In knowledge of his sub- 
ject, however, or in his ability to teach 
hardheaded utility executives the whys 
and wherefores of finance, he had no 
“senior” among the faculty. 

In a short time the students were 
discussing—and, yes, understanding 
—such matters as financial leverage, 
capitalization ratios, dividend policy, 
competitive bidding versus negotiated 
sales, and the over-all problems of ad- 
ministration of funds. Equity and 
debt ratios, mortgage bonds, deben- 
tures, and convertibles were no long- 
er mysteries, and neither was their re- 
lationship to common and preferred 
stocks. 

Equally important — and more so 
to the students in their present posi- 
tions—was the understanding they 
obtained of the relation of financial 
administration to operating functions. 

During the first week, the pre- 
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viously mentioned dinner for the 
faculty members and their wives was 
held. As some wise old philosopher 
observed—a very enjoyable time was 
had by all. For one evening the pro- 
fessors played second fiddle while the 
students enjoyed the company of a 
group of charming ladies. Small won- 
der that the professors were human 
and understanding, as well as talented. 
And unless the wives were all Bern- 
hardts, they enjoyed the evening too 
—joining in small or important talk 
with the students and in aiding and 
improving the efforts of the barber 
shop quartet at the piano. The value 
of the cordial relationship between 
the professors and the students can- 
not be overemphasized, because with 
a more formal relationship the pro- 
gram could not possibly have been so 
successful. 


AS the pages of the calendar were 

turned over, other professors took 
their places in the program. Having 
learned something of the types of 
problems confronting top-level utility 
executives, of the functions and de- 
cisions of executives confronted with 
those problems, and of the personal 
and organizational relationships estab- 
lished at maximum levels, the group 
studied the types of executives re- 
quired by utility companies; their es- 
sential personal and technical qualifi- 
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cations ; and the methods used in their 
training and development. 

It was from Professor John W. Rie- 
gel that they learned these things. 
Starting with the requirements of util- 
ity executives, as determined in the 
other courses, John reviewed and dis- 
cussed the best-known methods of de- 
veloping executives for top responsi- 
bility. He explained different ap- 
praisal procedures designed to single 
out those executives with potential to 
rise to the top. He described various 
methods of training, some to develop 
executives in their present functions, 
and others to broaden horizons so as 
to qualify them for high management 
positions. He reviewed well-estab- 
lished procedures for executive inven- 
tory and organizational planning. The 
“he” should not be misunderstood. At 
no stage was the program a lecture 
course. All conclusions and under- 
standings were reached through group 
discussion. 


|, ening: field, somewhat foreign to 
most of the group, was that of 
general business conditions as related 
to operations within the utility indus- 
try. It was from Professor Paul W. 
McCracken that the group learned 
how the “crystal ball” is used in top- 
level management. Paul, one of the 
nation’s most brilliant economists, 
started off much as did Bill Paton, 


great a degree as the students that the potential of the 


q “UNQUESTIONABLY the professors were convinced to as 


program was considerable. For a 4-week period, they were 
devoting their lives to a worth-while project. Because of 
their human and friendly personalities, they enjoyed both 
the job itself and their relationship with the students.” 
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with a swift flight into the economic 
stratosphere. He, too, soon learned 
that the majority of the group was not 
well qualified in his field, and he too 
quickly adjusted the pace of his course 
before ascending again to higher lev- 
els. 

The students certainly did not be- 
come reliable forecasters in the area of 
business conditions. They did, how- 
ever, learn the significance of gross 
national product and gross national 
income, the reasons for change in na- 
tional income, the effects on the 
economy of changes in the rate of 
spending, the various approaches to 
the forecasting of business activity, 
and the problems associated with any 
attempt to stabilize the economy. 
What is probably most important, the 
group learned the role of an econo- 
mist in the field of business today and 
of the very definite contribution of 
business forecasting (with all its limi- 
tations) to top management in both 
its day-to-day and long-term functions 
and responsibilities. 


© geal one of the professors was not 
associated with the University 
of Michigan. He was Professor Ben 
W. Lewis from Oberlin College, and 
if ever a man got up to bat with two 
strikes against him, it was Ben Lewis. 
His field was the regulation of utili- 
ties, and the group was convinced that 
his background and associations could 
not possibly have permitted him to de- 
velop what they considered a proper 
attitude with respect to private utility 
ownership versus public ownership. 
In his first half-hour, Ben showed that 
he realized that his audience was al- 
most hostile and that the group, under 
the leadership of one of the students, 
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now a utility vice president but 
formerly a member of a public utility 
commission, was well qualified to de- 
bate any issues of principle. 

If ever a man knocked a home run 
after two strikes, Ben was that man. 
Avoiding principles entirely, he gave 
a factual review of the history of 
regulation, a clear analysis of its prob- 
lems, with frank references to regu- 
latory policies which he considered un- 
fair. Following his general presenta- 
tion of the subject, Ben encouraged 
the discussion of controversial issues, 
and not once did he come out second 
best. He was the only professor who 
lived at the dormitory, and our in- 
formal bull sessions with him lasted 
well into the night. When he conclud- 
ed his course, he had not only com- 
pletely overcome any feeling of ani- 
mosity, but had gained, as had all of 
our other professors, our lasting ad- 
miration, respect, and affection. 


A outstanding adjunct of the 
course was the series of outside 
lectures. Twice a week, in the after- 
noon, meetings were scheduled with 
outstanding representatives in their 
respective fields. The utility industry 
provided George M. Gadsby, presi- 
dent, Utah Power & Light Company, 
and former president, Edison Electric 
Institute; also James W. Parker, De- 
troit Edison Company. Throughout 
the program, the group was visited on 
a more informal basis by top execu- 
tives from other electric, gas, and tele- 
phone companies. 

The field of economics was repre- 
sented by David McCord Wright, pro- 
fessor of economics, University of 
Virginia, and Sumner H. Slichter, 
Lamont University professor, Har- 
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From Boss to Student in Twenty-four Hours 


“— ts hard to believe that fifty-seven utility executives, important 

in their own companies and fields of endeavor, with widely differ- 

ent backgrounds and experience, could be thrown together without 

some conflict of interest. Within twenty-four hours, however, they had 

been transformed into fifty-seven students, with a common objective. 

They were determined to make the most of this opportunity which had 
been presented to them.” 





vard University, probably the out- 
standing economist of our times. Dr. 
Leonard E. Himler, industrial psy- 
chiatrist and professor of mental 
health at the University of Michigan, 
explained the relationship of psy- 
chology and psychiatry to human be- 
havior in industry. The viewpoint of 
investors was explained by C. C. Jung, 
president, Scudder, Stevens & Clark, 
Inc., top-flight investment analysts and 
counselors. Nelson L. Smith, Federal 
Power Commission, lectured on the 
regulation of utilities. Nels also lived 
at the dormitory for a few days, and 
the group had the benefit of his con- 
stant association during that period. 
All of these outside authorities re- 
turned to the dormitory for dinner 
after their lectures, and during the 
evening led an informal and intimate 
discussion. All of these meetings were 
tremendously stimulating. In each 
case, there was a factual down-to- 


earth analysis of problems and pos- 
sible solutions. 


6 Bes: attitude of the professors 
toward the program and their re- 
lationship with the students have al- 
ready received considerable emphasis. 
It is not an overstatement to say that 
the program could not have been near- 
ly so successful in a different atmos- 
phere. Almost from the beginning 
the professors were Bill, Clare, and 
Clayt—the students George, Harry, 
and Dick. Most of the faculty were 
present during meals and the evening, 
whether or not they had classes that 
day. No question was ignored—noth- 
ing requested by the group was too 
much trouble. Unquestionably the 
professors were convinced to as great 
a degree as the students that the po- 
tential of the program was consider- 
able. For a 4-week period, they were 
devoting their lives to a worth-while 
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project. Because of their human and 
friendly personalities, they enjoyed 
both the job itself and their relation- 
ship with the students. 

It should be made clear that the 
term “professors” includes those con- 
cerned with the administration of the 
program. Professor Russell A. Ste- 
venson, dean, School of Business Ad- 
ministration, was as friendly as the 
others, and was present at all official 
and social gatherings, as well as at 
many of the regular meals. He left 
the general administration of the pro- 
gram to Bob Dixon and William C. 
Tuthill, Bob’s assistant director, and 
the conduct of individual courses to 
the professors, but typical of a top- 
flight administrator, he maintained 
constant communications to insure 
that the program would be maintained 
according to his standards. 

For the initial development of the 
course, and for its very efficient ad- 
ministration, Bob Dixon cannot be 
given too much credit. Modest and 
unassuming, Bob will resent this pub- 
lic acknowledgment, but, after all, 
this is a student’s frank appraisal of 
the program and of the people respon- 
sible for it. William C. Tuthill (bet- 
ter known as Tut) was at Bob’s right 
hand during the entire period, assist- 
ing in the handling of the many de- 
tails of administration. 


Eben relationship within the stu- 
dent body was no less important. 
It is hard to believe that fifty-seven 
utility executives, important in their 
own companies and fields of endeav- 
or, with widely different backgrounds 
and experience, could be thrown to- 
gether without some conflict of inter- 
est. Within twenty-four hours, how- 
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ever, they had been transformed into 
fifty-seven students, with a common 
objective. They were determined to 
make the most of this opportunity 
which had been presented to them. 
They expected to work hard during 
the 4-week period (and they did too). 
They had enough in common to thor- 
oughly enjoy the unusual association. 
They were all too big to permit of any 
petty friction. The degree of indi- 
vidual effort varied, but in no case 
was it less than considerable. The 
cumulative reading assignments could 
not possibly have been completed and 
the last books were never closed un- 
til after midnight. Anyone who was 
temporarily “caught up,” however, 
could always find company for a rub- 
ber of bridge, a quick nine holes of 
golf, or a late evening trip to the 
Pretzel Bell for a glass of beer 
and a sandwich. The official quartet 
broke out in song at the slightest 
provocation—or without it—usually 
at meal periods. Birthday cakes ap- 
peared miraculously on every birth- 
day—of either students or professors. 
This atmosphere was an important 
contribution to the over-all program, 
providing relaxation for the execu- 
tives who missed their families—and 
their jobs. 


HE graduation dinner will be re- 

membered by all who attended. A 
local country club afforded the facili- 
ties for the occasion, at which the 
professors were guests of the students. 
Following a suitable cocktail hour and 
an excellent dinner, the students pre- 
sented a satirical presentation of the 
professors as they appeared to the 
students in the classrooms. It was 
typical of the group to do things well, 
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and satire was no exception. The pro- 
fessors were good sports, however, 
and appeared to enjoy the show as 
much as the students. Reverting to 
type on the eve of graduation, a rep- 
resentative of the group then serious- 
ly reviewed the program, emphasizing 
the opportunity afforded the students, 
the tremendous potential for benefit 
to the entire industry, and, in particu- 
lar, the manner in which the faculty 
and program administrators had done 
everything humanly possible to in- 
sure its success. A suitable gift was 
given for the faculty lounge. 

The yearbook must be mentioned. 
Briefly summarizing all activities of 
the program and replete with informal 
pictures of both students and profes- 
sors, it will long serve as a reminder 
of a very eventful occasion—as if 
such a reminder were necessary. 


O* Friday, August 3rd, suitable 
commencement exercises were 
held, at which certificates of partici- 
pation were presented to the group, 
followed by an informal supper at the 
dormitory. Then the farewells—some 
of the students left that evening; 
others waited until the following day. 
All of the group were anxious to re- 
turn to their families—all of them 
knew they had completed a very val- 
uable experience—all of them carried 
with them the feeling that the friend- 
ships formed during the 4-week period 
would be close and lasting. 

A detailed questionnaire was sub- 
mitted to all participants at the con- 
clusion of the program, asking for 
frank opinions on all its various as- 
pects, recommendations as to wheth- 
er or not it should be continued in fu- 


ture years, and, if so, for suggestions 
as to possible improvement. An ad- 
visory committee was appointed, com- 
posed of leading utility executives and 
including two of the students from 
the first program, to review the ques- 
tionnaires and confer with the faculty 
of the University of Michigan as to 
future action. There was no disagree- 
ment in the committee. The program 
should be continued, and the 1952 
group will assemble soon after the 
publication of this article. A number 
of minor refinements will be made, 
but the 1952 program will be substan- 
tially the same as the 1951 program. 


r has been necessary to go to con- 
siderable length in order to do jus- 
tice to this program. Conclusions 
drawn by the participants, however, 
can be concisely and simply stated. 
The University of Michigan is offer- 
ing an outstanding service to the util- 
ity industry and its individual com- 
panies which will react to the bene- 
fit of not alone the industry, but the 
entire American economy. Any utility 
company which does not take advan- 
tage of this service is ignoring a val- 
uable adjunct to its own executive 
training and development program. 
Any individual who is offered the op- 
portunity of participating in the pro- 
gram will gain a breadth of viewpoint 
and an understanding of - top-level 
utility management which would be 
difficult to obtain in any other way ex- 
cept through many years of experi- 
ence in those same top-management 
levels. He will also be offered an over- 
all experience which can well be con- 
sidered as one of the outstanding 
events of his entire lifetime. 
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Utilities 


Hot Summer for Utilities 


¢ President Truman’s off-the-cuff 
short address at the opening session 
of the Electric Consumers Conference is 
to be taken as serious prophecy, the elec- 
tric utilities are in for a warm summer, 
because the Democrats evidently are 
going to try to make a campaign issue 
out of them. The White House had no 
further explanation of the President’s 
criticism of private companies spending 
millions of dollars on “vicious propa- 
ganda” against public power projects. 
The President told his ECC audience at 
the Willard hotel in Washington, D. C., 
on May 26th, “I think I will ask the At- 
torney General . . . to take a look at this 
situation and see if the Corrupt Practices 
Act does not apply.” 

Under the present provisions of the 
law, it is difficult to understand what the 
President had in mind. Aside from that, 
there is some general impression that the 
new Attorney General is supposed to 
have more immediate and extensive re- 
form duties on his agenda; namely, the 
clean-up of corruption in the Federal 
government itself. 

Equally baffling was President Tru- 
man’s other remark about utility com- 
panies keeping two sets of books—one 
for tax purposes and the other for rate 
base determination. It is hard to believe 
that the President, who was once a busi- 
nessman, does not realize that all forms of 
business have “two sets of books,” so to 
speak, on property values. Local tax as- 
sessment on real estate, for example, very 
frequently does not even approximate 
the actual value for either sale or cost in- 
vestment. 

But the main significance of the Presi- 
dent’s remarks, and the equally abu- 
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sive statements from various speakers at 
the two and a half day ECC meeting, was 
the apparent determination to beat the 
drums for the so-called “power issue” 
during the campaign. In fact, some ob- 
servers, noting the President’s sudden, 
frequent, and active speech-making in 
recent weeks, are puzzled, because hecon- 
tinues to talk like a candidate even while 
insisting that he is not running for re- 
election. There has even been some 
speculation that a subtle “draft Truman” 
movement may be afoot. In any event, 
President Truman clearly expects to dic- 
tate the kind of campaign the Democrats 
will conduct for the presidency, and that 
seems to make the power companies the 
prime, if not the No. 1, target. 

President Truman told ECC that he 
was going to carry the “power issue” to 
the “whistle stops.” 


LONG the same line was the telegram 
from Senator Kefauver, so far the 
leading Democratic candidate, urging the 
ECC to “shatter the Power Trust 
lobby,” which would indicate that the 
Tennessee Senator would probably be 
quite willing to go along with the Tru- 
man emphasis on the antiutility cam- 
paign. Viewed in its entirety, the whole 
ECC program shaped up as a political 
campaign diversion, 

Out of nearly 500 “delegates” regis- 
tered at the Willard hotel meeting, 
about a third were from the District of 
Columbia—mostly officials already on 
the government payroll and presumably 
interested in staying there. Of course, if 
the Democrats could succeed in getting 
the voters concerned about the power 
issue, it would take their minds off less 
pleasant topics of campaign conversation. 
But on a comparative basis of who is 
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stealing how much around Washington 
these days, it would seem that if all the 
claims of the antiutility zealots at the 
ECC conference were added together, 
they would still total only a small frac- 
tion of public spending which the Re- 
publicans would like to discuss. 


HE (Washington, D. C.) Evening 

Star editorialized somewhat cyni- 
cally that perhaps President Truman’s 
concern over the private electric com- 
panies spending money for “propaganda” 
was prompted by his realization that as 
tax deductions, the utility companies 
were sending that much less money to 
Washington in taxes which the Federal 
government could use for propaganda 
purposes in expanding public power op- 
erations, 

Be that as it may, the ECC meeting 
seemed to be pretty convinced that there 
is real political appeal in the power issue. 
Morris Llewellyn Cooke, former REA 
Administrator, summed up this thought 
very simply when he said : “I know of no 
other issue than the power issue that so 
universally appeals to the citizens of this 
country.” Incidentally, Cooke was 
credited by Interior Secretary Chapman 
with exercising considerable influence on 
administration thinking along these lines, 
including Chapman’s own ideas. Refer- 
ring directly to Cooke, he said: “You 
have done the homework for a lot of us.” 

For one thing, it is apparent that most 
of the speakers shared the sentiment of 
their chairman, Murray D. Lincoln, who 
said in his opening address: “The best 
defense is an offense. What we ought to 
do is take the power industry over on a 
co-operative basis.” Lincoln suggested 
that the “large REA’s” and other pow- 
er users and organizations might be con- 
solidated into a “real people’s institute.” 
Tell our story to the people, he said, “and 
just go on and take them over.” Just 
how such publicity could be distinguished 
from “propaganda” or how it would be 
paid for was not amplified, although pre- 
sumably the co-ops would not be wor- 
ried about the tax deduction angle. 

Lincoln paid his respects to state regu- 
latory commissions with the comment: 
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“Railroad and utility commissioners who 
are charged with regulating the private 
power companies are doing just the op- 
posite—they are acting in behalf of the 
group they are supposed to regulate and 
against the interests of the people who 
employ them.” 

This charge brought a sharp reaction 
from John Randolph, general solicitor of 
the National Association of Railroad and 
Utilities Commissioners, that any “fair- 
minded person who has studied the 
record of state commission regulation 
would know that such a reflection on 
their integrity is utterly false and un- 
founded.” 


"[ ‘HE one other especially noteworthy 

4 speech on the ECC program was 
the banquet address on May 27th by 
Walter Reuther, head of the CIO Auto- 
mobile Workers Union. It is difficult to 
determine whether Reuther’s comments 
were more puzzling or daring. But he 
certainly turned the opposition around 
and upside down when he accused the 
power companies’ lobby of being “more 
responsible for corrupting and lowering 
the level of political morality in this city 
(Washington, D. C.) than any other 
group in America.” “The ECC,” he said, 
“must awaken the political consciousness 
of the people.” 

Another Reuther “twisteroo,” which 
won applause from the ECC ban- 
queters, was his statement that the pow- 
er companies are the real socialists while 
the public power advocates are the true 
friends of free enterprise. Reuther de- 
scribed the power companies as “the most 
highly developed form of gold-plated, 
diamond-studded Park Avenue Social- 
ism ever dreamed up in the history of the 
world.” 


A Counter on ECC 


loo neither Representative 
Dondero (Republican, Michigan), 
who introduced a resolution to investi- 
gate the ECC, nor Representative Bow 
(Republican, Ohio), who spoke in favor 
of it, expect any action in the House of 
Representatives this session, both Con- 
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gressmen were obviously seeking to dis- 
close the political coloration of the ECC. 
Dondero’s statement suggested that it 
was simply a synthetic front organiza- 
tion, set up to disguise the real purpose 
of high-pressure lobbying by government 
officials who want to defeat threatened 
cuts in their appropriations by Congress. 
The ECC was not the first of such lob- 
bies, according to Dondero. 

He said Congress has investigated the 
legislative pressure activities of the pri- 
vately owned electric companies so often 
that “their lobby is now practically a 
goldfish bowl,” but that never before has 
Congress attempted to examine the “mo- 
tives, the sincerity, and the financing of 
the vested interests in Federal owner- 
ship.” 


ONDERO said similar “consumer” con- 

ferences were held in Washington in 
1947 and 1949. He would investigate 
them, too. “The first was entitled ‘Valley 
Authority Conference,’ the second was 
the ‘National Emergency Conference on 
Natural Resources,’” he said. 

“In both instances these so-called con- 
ferences were called at a time when the 
aggrandizement of Federal power own- 
ership was threatened by congressional 
appropriation reductions. These alleged 
‘conferences’ proved to be pressure- 
group publicity stunts to save, if possible, 
appropriations for the Department of In- 
terior for Federal power.” 

Dondero’s claims that his resolution 
was inspired by a letter from an official 
of the CIO Utility Workers Union of 
America. This union is on record in op- 
position to the expansion of the Federal 
government in the electric power busi- 
ness. The Utility Workers evidently re- 
sented the activity of nonutility CIO 
leaders such as Walter Reuther in front- 
ing for the public power lobby. 


¥ 
OPS Rate Case Activity 


EVERAL times in the past few months 
there has been comment in this de- 
partment on OPS rate case activity. 
Now, apparently, Congress is prepared 
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to do something about it. This took the 
form of a report of the Senate Com- 
mittee on Banking and Currency (Re- 
port No, 1599) on the bill to amend and 
extend the Defense Production Act of 
1950 (S 2594). The committee report, 
upon which the Senate acted on the bill 
without comment or alteration, contains 
the following language: 


The purpose of this particular 
amendment is to make clear that the 
Federal price control agency cannot 
claim authority to control a proposed 
increase in charges for property or 
services sold by a common carrier or 
public utility for resale to the public 
in the event no Federal, state, or 
municipal authority exists having 
jurisdiction to consider the proposed 
increase. 

As a matter of fact, it has been the 
intention of Congress, in the opinion 
of your committee, that the proviso 
spells out the only circumstances un- 
der which the Federal price control 
agency is authorized to intervene in a 
rate case concerning rates or charges 
as a common carrier or public utility. 
As evidence of that intention your 
committee invites attention to the re- 
fusal of Congress to adopt the sugges- 
tion made to it in 1951 that the right 
of the Federal price control agency to 
intervene in applications for proposed 
rate increases be broadened to include 
increases in all rates or charges and 
not merely those rates or charges for 
property or services sold for resale to 
the public. It has come to the atten- 
tion of your committee that notwith- 
standing this fact, representatives of 
OPS have proposed intervention in 
proceedings before regulatory bodies 
involving rates charged by common 
carriers or public utilities for property 
or services which are not sold for re- 
sale to the public. 

Such action would be contrary to 
the intention of the Congress and it 
would be improper for OPS to expend 
for that purpose any funds appropri- 
ated for the purposes of the Defense 
Production Act. 


JUNE 19, 1952 














Exchange Calls 


Senate Scores OPS Rate Activity 


HE Office of Price Stabilization’s 

interference in utility rate cases 
should come to an abrupt end if the Sen- 
ate Banking and Currency Committee 
has its way. This committee’s report, 
elsewhere noted in this issue (see page 
853), is of special significance to tele- 
phone companies, in view of the large 
number of rate cases in which they are 
currently involved. Recently, OPS in- 
truded into bus and telephone rate cases, 
not authorized by the original Defense 
Production Act, and there are indications 
that “protect the consumer interest” will 
be a favorite battle cry during the com- 
ing political campaign. All this could 
make the summer especially unpleasant 
for telephone companies suddenly caught 
in a political spotlight. 

In extending the Defense Production 
Act in conformity with the committee’s 
report, the Senate committee has drawn 
a plainly visible line beyond which OPS 
is forbidden to go. Telephone rate cases 
and those of other utilities should be free, 
after Congress acts, from any interfer- 
ence from the price control agency. 

Since the Senate was expected to pass 
its committee bill with no change in this 
particular section, and since the House 
was expected to follow suit, the Senate 
committee report assumes the status of a 
congressional directive to OPS to stay 
out of utility rate cases which do not fall 
within the statutory limits prescribed. 


* 


The Telephone and National 
Defense 


HE vital rdle the telephone plays in 
national defense and the nation’s 
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business will be explained to the public 
through an exhibit to be shown through: 
out the country. The Bell system ex- 
hibit was previewed in Washington, 
D. C., on June 3rd by national and Dis. 
trict of Columbia communications off- 
cials, 

The exhibit shows that defense o 
home and country depends on adequate, 
rapid, and reliable communications. A 
large picture panel explains how the tele- 
phone goes to work from the moment 
ground observers sight approaching attack 
planes until the family is sheltered from 
the attack. A second unit of the exhibit 
shows the operation of Bell-and-Lights, 
the instantaneous warning system de- 
vised by Western Electric Company. It 
comprises a special air alarm dial unit 
and a receiving signal box. 

The alarm dial permits its authorized 
defense operator, by one twist of the dial, 
to flash the alarm to a city-wide network 
of receivers in defense offices, schools, 
and homes. Besides the warning yellow, 
the red alert, and the all-clear white, the 
alarm boxes also contain a blue light. The 
blue signal may later be assigned a 
special function, such as to warn of im- 
pending gas or germ warfare attack. 

Another exhibit unit demonstrates the 
telephone facilities for mobile telephone 
service and for emergency communica- 
tions in disaster areas. A fourth exhibit 
shows company developments in extend- 
ing long-distance dial service. 


* 
REA Signs Research Contract 


HE Rural Electrification Admin- 
istration has signed its first research 
contract for development of new tele- 
phone equipment. The contract is with 
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the Budelman Radio Corporation of 
Stamford, Connecticut. REA will pay 
the company $17,220 for development of 
telephone carrier equipment, designed 
primarily for multiparty subscriber serv- 
ice. Carrier equipment permits tele- 
phone conversations to “hitchhike” on 
conventional telephone lines. 

REA said technical factors now make 
it impractical to provide service beyond 
certain definite distances from the central 
office. Carrier service can overcome this 
“§ distance factor to some extent and make 
good service practicable in a wider 
If the equipment developed 
‘under this contract proves satisfactory 
from performance and feasibility stand- 
points, extension of rural service beyond 
present practical limits would be pos- 
sible. 

According to REA officials, this con- 
tract will finance development work 
necessary to determine equipment design 
for a quality product that can be priced 
low enough to make extensive use 
feasible. It also contains an option for 
later construction of working models for 
laboratory and field tests. 


te installation of telephone carrier 
equipment made by REA on thelines 
of the Gulf Telephone Company, Foley, 
Alabama, has shown shortcomings in 
existing equipment. The contract signed 
with the Budelman Corporation is to ob- 
tain redesign of the equipment me- 
chanically and electrically to overcome 
the deficiencies which the trial installa- 
tion revealed. The contract calls for a 
design suitable for commercial produc- 
tion. 

REA says it is interested in the de- 
velopment of equipment that not only 
meets its high performance standards but 
which will be feasible economically with 
regard both to initial and maintenance 
costs. 

Other development contracts are ex- 
pected to be signed in the near future. 
Before entering into the contract with 
Budelman, REA requested quotations 
from nine leading manufacturers of this 
type of equipment, and received three. 
Factors considered in awarding con- 


855 


tracts include technical know-how, price, 
and the availability of qualified person- 
nel to fulfill the contract in a short period 
of time. 


¥ 


Curbs on Working Capital 
Worry Telephone Industry 


se spreading tendency among some 
regulatory authorities to reduce 
working capital as a basis for rate fixing 
has caused a certain amount of uneasi- 
ness in the telephone industry and other 
utilities. Several recent rate cases have 
been marked by a departure from the 
traditional practice of regulatory com- 
missions to allow the total cost of doing 
business for one month or longer as 
working capital, plus capital invested in 
plant and other facilities. 

Instead, the so-called “alternative 
funds” theory has been adopted in a few 
instances whereby the funds a company 
may have reserved for the payment of 
taxes, for example, are considered a part 
of the company’s cash working capital, 
and no extra allowance to be included in 
the rate base is deemed necessary. 

This was the argument recently ad- 
vanced by the Federal Power Commis- 
sion in the Alabama-Tennessee Natural 
Gas Company Case. The FPC ruled 
that the cash working capital of the com- 
pany had to be reduced by the amount 
of cash available by reason of collection 
from consumers of Federal income taxes 
in advance of disbursement. Said the 
FPC: 


It has been recognized by this com- 
mission and other regulatory bodies 
that present methods of paying cor- 
porate Federal income taxes provide a 
utility with large amounts of cash 
working capital. It is obvious that in 
each month’s revenue collected by a 
utility there is included a certain 
amount of Federal income taxes since 
the utility’s rates are designed to in- 
clude a proportional amount of Fed- 
eral income taxes to be paid from such 
revenue. The collection of such taxes 
from the consumer, however, is made 
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months in advance of the time the tax 
is paid. 

Under this method of payment, it 
follows, therefore, that the customer 
has provided the utility with large 
amounts of cash working capital which 
are available for corporate purposes. 
Certainly so long as the consumers 
bear the burden of Federal income 
taxes through rates, we are of the 
opinion that the utility should not 
realize a return from these working 
capital funds thus furnished by the 
ratepayers. 


4 \ 71TH respect to telephone cases, this 
“alternative funds” theory found 


expression in a decision of the Pennsyl- 
vania Supreme Court. The court re- 
versed in part an order of the Pennsyl- 
vania commission granting Pennsylvania 
Bell Telephone Company an increase in 
rates, 

The commission had based its allow- 
ance on a 24-day time lag between the 
service rendered and the payment there- 
for by the consumer, but the court dis- 
puted the assumption that the company 
was actually under obligation to lay out 
working capital for the full period of the 
time lag because, in the court’s opinion, 
the company was able to offset the time 
lag which it enjoyed in the payment of 
its own obligations. The company had 
accumulated an unsegregated fund in ex- 
cess of $13,000,000 for Federal and state 
income tax purposes. 

In addition, the court pointed out that 
at the 6 per cent return allowed by the 
commission, the inclusion of $6,200,000 
as cash working capital in the “fair 
value” rate base, permitted the company 
to collect $372,000 in revenues from cus- 
tomers. AT&T had been making loans 
to the company at 2? per cent and, in the 
opinion of the court, short-term loans to 
a corporation of the wealth of the Bell 
company could be made at 2} per cent 
to the satisfaction of the lender. There- 
fore, if cash working capital is needed, it 
can be obtained through short-term 
loans at a cost of $155,000 instead of the 
imposition of $372,000 upon the rate- 
payers. 
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te Colorado commission, in grant- 
the Mountain States Telephone & 
Telegraph Company a 6.35 per cent re- 
turn on its net investment, although it 
did not reduce the amount claimed by the 
company for working capital, comment- 
ed: 


. . . Applicant, as a member of the 
Bell system, is in an advantageous 
position, in that it can borrow money 
pursuant to the terms of the license 
contract from the American Company 
on short notice, thus transferring the 
need for retention of large cash bal- 
ances from applicant to its parent. 
While applicant has large amounts of 
accrued and unpaid taxes, it would 
need still larger cash balances except 
for this arrangement with the Ameri- 
can Company. The commission con- 
siders that cash working capital is 
properly includable in the rate base, 
and that the amount so claimed by ap- 
plicant, which is based on its actual 
working cash, is not excessive. 


This trend in rate regulation has re- 
ceived varied comment from utility off- 
cials, but the most frequently heard 
criticism of the “alternative funds” 
theory is that it replaces managerial for 
regulatory discretion in deciding how a 
utility’s credit should be used. The Penn- 


sylvania court decision, in particular, | 


seems to penalize efficient management 
intent on preserving its credit while plac- 
ing a premium on a utility operation 


whose credit is weak and whose funds | 


for taxes and other obligations are 
negligible. 
> 


REA Loan Allocations 


Te Rural Electrification Admin- | 
istration has announced five farm | 


telephone loan allocations totaling more 
than $3,000,000. The Southcentral 
Rural Telephone Co-operative Corpora- 
tion, Glasgow, Kentucky, got the largest 
one—an allocation of $1,758,000. Plans 
of the co-op include acquisition of the 


Southern Continental Telephone Com- | 


pany, with its 1,766 subscribers. 
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arent. BHigh Lights of 1951 Gas Utility it for a token from the gods and were 
ats of Reports afraid. For here was fire that seemed 
vould -——T to feed on nothing and yet they could 
xcept BTN the last issue of the FORTNIGHTLY not put it out. Here was a force they 
meri- this department contained an article could not understand. It was natural 
con- gj “high lights” of the 1951 reports to gas. But centuries were to pass before 
al is stockholders of the electric utility com- om rubbed his Aladdin’s lamp of na- 
base, panies. Following is a similar selection of tive wit and discovered the magic flame 
y ap- tems culled from the gas utility com- of gas would obey him in a multitude 
ctual @panies’ reports, which seem of interest of ways, to light his way in the dark- 


to the industry in general. 

President D. A. Hulcy of Lone Star 
Gas opens his report poetically as fol- 
lows : 


Once upon a time, far behind the 
curtains of the past, a wild spark 
danced away on the wind from a 
primitive camp fire and winked above 
a fissure in the earth. From the fissure 
burst a blue flame, and the people took 





DEPARTMENT INDEX 
Page 


ness, to cook and to preserve his food, 
to power the tools of industry, to 
warm him in the cold, and to cool him 
in the heat. It remained for Americans 
to build a great industry around this 
potent natural resource for the well- 
being and enrichment of its people. . . . 
The American gas industry has walked 
in seven-league boots because it has 
been nourished on the tonic of oppor- 
tunity. It has breathed the air of eco- 
nomic freedom, 


The present fight over offshore oil 





rights between the states and the Federal 
government is well known, but it may not 
be realized that gas is also being ob- 
tained offshore. United Gas Corpora- 
tion reports natural gas moving into the 
system from fields located more than 25 
miles out in the Gulf of Mexico. 


High Lights of 1951 Gas Utility 
Reports 
Charts on Historical Trends of 
Earnings 859, 861 
Trends of Gross and Net Earnings 860 
Table—Utility New Money 
Financing 
The North American Company 
Divestment Plan 862 
Table—Current Yield Yardsticks 862 
Table—Current Utility Statistics 
and Ratios 
Tables—Financial Data on Gas, 
Telephone, Transit, and Water 
Company Stocks 


HAIRMAN Woolfolk of American 
Natural Gas Company has this to 
say about rate increases: 

You can’t increase taxes and you 
can’t cheapen the dollar without in- 
creasing costs, particularly when ex- 
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pressed in terms of the reduced dol- 
lar. Axiomatically you can’t con- 
tinually increase costs without increas- 
ing rates, as our business being regu- 
lated has no surplus margin of profits 
to absorb these increased costs. To 
continue to obtain large sums of new 
money required for expansion and to 
adequately reward those who have al- 
ready invested their funds in the en- 
terprise, there must be assurance of an 
adequate return. .. . A lag in getting 
rate increases may temporarily reduce 
earnings. 


The development of petro-chemicals is 
a new phase of the natural gas industry. 
Panhandle Eastern Pipe Line in June, 
1951, joined with National Distillers 
Products to organize a new company to 
extract propane, butane, ethane, and nat- 
ural gasoline. The ethane will be proc- 
essed in the chemical plants to produce 
synthetic ethyl alcohol, ethyl chloride, 
etc. Mississippi River Fuel Corporation 
also plans to enter the petro-chemical 
business some time this year, possibly in 
conjunction with others. 


HE cover pages of Columbia Gas 

System’s report present a variety of 
humorous sketches, including one on 
regulation. Information is presented in 
question and answer form. Rate prob- 
lems are described as follows: 


Tennessee Gas Transmission Com- 
pany has recently had a rate increase 
approved by the Federal Power Com- 
mission, Panhandle Eastern Pipe Line 
Company and Transcontinental Gas 
Pipe Line Corporation, two other 
Southwest suppliers, have applied for 
rate increases. These higher rates 
alone, when all are effective, will in- 
crease our annual gross costs by sev- 
eral million dollars. . . . But rate re- 
vision—upward, that is—is a slow 
process. . .. For the system to obtain 
its needed rate increases, we must get 
approvals from the Federal Power 
Commission and from the commis- 
sions of seven states, and also, in cer- 
tain cases, from town councils in the 
operating territory. 
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But the gas wholesalers also have their 
rate problems. The report of Panhandle 
Eastern Pipe Line contains the follow. @ 
ing statement: 


It is believed the Federal Power 
Commission cannot, in equity, at- 
tribute ridiculously low values to your 
company’s own produced gas by the 
application of its original cost method 
of rate making. . . . Quite apart from 
the question of equity in the treatment 
by the Federal Power Commission of 
the production operations of a pipe- 
line company, we believe the commis- 
sion must eventually recognize that the 
interest of consumers will be harmed 
materially by the continued applica- 
tion of the original cost doctrine to gas 
production operations, 
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Consolidated Natural Gas Company 
(whose stock was distributed a few years 
ago to holders of Standard Oil of New 
Jersey) has analyzed its list of 61,601 
stockholders and classified them as fol- 
lows: women, 20 per cent; men, 19 per 
cent; estates, trusts, and joint tenants, 
11 per cent; nominees, banks, and trust 
companies, 27 per cent; corporations, 8 
per cent ; institutions and foundations, 10 
per cent ; brokers and investment dealers, 
5 per cent. 
























































HE gas industry is interested in 

many .of the drilling campaigns 
under way for oil and gas. The report of 
Mountain Fuel Supply Company de- 
scribes exploratory work being done in 
Wyoming, Utah, and Colorado, while 
that of Northern Natural Gas contains 
an interesting map showing areas of pos- 
sible new gas supply, with:a discussion 
of Texas’ new Sprayberry field, with its 
estimated 1.3 trillion cubic feet of gas, 
Southern Alberta Basin with over 2 tril- 
lion, etc. 

A similar topic is the development of 
additional underground storage facilities 
to take care of peak winter requirements 
and make full use of pipeline capacity in 
summer months. The report of Peoples 
Gas contains a sketch showing the pro- 
posed method of storing gas in porous 
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ground one-third of a mile below the sur- 
face. “The Herscher field is in an ex- 
cellent location in that its proximity to 
pipeline terminals and the principal mar- 
kets will require only a minimum of 
transmission line construction. Its great 
capacity—estimated at 90 billion or more 
cubic feet natural gas in usable storage 
—offers a solution to the problem of 
meeting the tremendous demand for gas 
house-heating service.” 

The change-over from manufactured 
s service is a current prob- 
lem with many companies. The report 
of Brooklyn Union Gas Company de- 
scribes the tremendous amount of engi- 
neering, testing, and planning required 
as a preliminary to adjusting some 2,- 
000,000 gas appliances to high Btu (the 
largest project of its kind) at an esti- 
mated cost of $21,000,000. 


ACLEDE Gas CoMPANy’s report con- 
tains a chart showing the price 
trends of competitive fuels for house 
heating in St. Louis during 1940-51 : Gas 
was the most expensive fuel until after 
the war. But since 1945, while the cost 
of gas per annum has remained stationary 
around $91, coal has risen to $120 and 
oil to $135. 

Portland Gas & Coke’s report has a 
detailed discussion of gas by-products in 
the development of which this company 
has specialized. 


fo natural gs: 
! > 


Trends of Gross and Net 
Earnings 

HE accompanying charts (pages 

859 and 861) show the trend of 
electric and natural gas earnings (1) 
over a period of years, and (2) by months 
during 1950-1952. The items shown 
are gross revenues and net income, to 
the nearest million, as reported by the 
Federal Power Commission. 

Back in 1932, during the depression, 
the electric utility companies were able 
to carry down 28 per cent of revenues to 
net income. In 1940 they still were able 
to take down 23 per cent. Now, due to 
lower rates and the inroads of inflation 
and taxes, they salvage only about 16 per 
cent of gross. 

Common dividends paid out by elec- 
tric utility companies were also a larg- 
er proportion of gross in the old days— 
19 per cent in 1932 and 14 per cent in 
1940, but now only 10 per cent. 

Figures are not available for the nat- 
ural gas companies in the earlier decades, 
but the same trend is in evidence: In 
1940 the companies took down 16 per 
cent of gross to net, but in 1951 only 12; 
formerly, 11 per cent of gross was paid 
out in common dividends, but in 1950 
only 9 per cent. (Figures for 1951 are 
not yet available.) 

Gas utilities in March made an im- 
proved showing with respect to net in- 





Electric Utilities 
Bonds 
Preferred 
Common 


Gas Utilities 
Bonds 
Preferred 


Total Electric and Gas 


*UTILITY NEW MONEY FINANCING 
(In Millions) 


% Increase 
Over 1951 
26% 

99 230% 
191 D 1% 


$ 806 28% 
23% 
175% 


30% 
28% 


Jan.-May 
$ 516 


*As compiled by the Irving Trust Company. D—Decrease. 
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NATURAL GAS UTILITY COS., CLASS A & B 


TREND OF REVENUES AND NET INCOME 
YEARLY RECORD (in millions) 


DIVIDENDS 


1941 1942 1943 1944 1945 1946 1947 1948 


REVENUES 


1951 


July Aug. Sept. 
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come, with a gain of 15.4 per cent over 
last year compared with a decrease of 7 
per cent in February. 


» 


The North American Company 
Divestment Plan 


N.. AMERICAN CoMPANy recent- 
ly announced a new plan to di- 
vest itself of its remaining utility sub- 
sidiary, Union Electric Company of Mis- 
souri, since it was found impracticable 
to merge the two companies. As soon as 
the 2-year plan is approved by the SEC 
and a Federal court, North American 
Company proposes to distribute one- 
tenth share of Union Electric to its stock- 
holders; a year later another one-tenth 
share would also be given, and at the 
end of the two years an additional share, 
making a total of 1.2 shares for each 
share of North American. 

The new plan is also designed to fur- 
nish equity funds for Union Electric. 
Union would pay dividends on only the 
small amount of stock held by the pub- 
lic, during the 2-year period, thus retain- 
ing about $20,000,000 equity money. 
Liquidation of miscellaneous assets of 
North American Company, plus cash on 
hand, would supply another $10-$15,- 
000,000—probably closer to the latter 
amount. 

While last year Union Electric earned 
only about $1.02 on a fro forma basis 
(excluding 10-cent tax savings due to 
filing a consolidated tax return with 
North American), this was an off year 


and earnings are expected to increase to 
around $1.50 by 1955. (Some estimates 
run as high as $1.65.) In the latter year 
an increase in the $1.20 rate might be 
warranted, it is thought. On this basis 
the market value of Union Electric 
might eventually work out in the range 
of 21-25, it is estimated, making the 
break-up value of North American ap- 
proximately 25-30. 


OWEVER, this estimate assumes that 
the two one-tenth shares distrib- 
uted will be retained by the stockholders 
instead of being sold to raise cash. Since 
only 36 cents will be received in cash by 
a holder of North American during the 
2-year period instead of the $1.20 per 
year now being paid, it would be neces- 
sary to adjust the break-up value for 
loss of $2.04 in cash dividends, making 
the net break-up estimate around 23-28. 
However, the distribution of dividends 
in stock for two years will be particular- 
ly advantageous for these holders in high 
tax brackets, since they can consider the 
income as capital gains, and will also in- 
terest all others who pay surtax rates in 
excess of the present 26 per cent capital 
gains tax. Moreover, payment of the 
capital gains tax would be deferred until 
such time as the North American stock 
is sold. 

North American, it will be recalled, is 
one of the older U. S. holding com- 
panies, It was organized in 1890, with a 
capitalization of $40,000,000, to take 
over Oregon & Transcontinental Co., 
whose properties were mainly railroads. 





U. S. Long-term Bonds—Taxable 
Utility Bonds—Aaa 


Utility Preferred Stocks—High-grade 


Utility Common Stocks 





CURRENT YIELD YARDSTICKS 


—Medium-grade * 


Latest available Moody indices are used for utility bonds and preferred stocks; Standard 
& Poor’s indices for government bonds and utility common stocks. 


1951-52 Range 
High Low High Low 
2.75% 2.39% 2.42% 2.15% 
3.09 2.64 2.69 2.55 
2.70 2.74 2.63 
2.82 2.87 2.75 
3.21 3.21 
3.77 3.82 
4.19 4.25 
5.30 6.43 


1950 Range 
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CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Cost Month 12 Mos. Month 12 Mos. 


Operating Statistics (March) 


Output KWH—Total Bill. KWH 
Hydro-generated .. ” 
Steam-generated .. . 

Capacity Mill. KW 

Peak Load (February) " 

Fuel Use: Coal Mill. Tons 

G Mill. MCF 
Mill Bbls. 
Mill. Tons 
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Customers, Sales, Revenues, and Plant (March) 


KWH Sales—Residential Bill. KWH 
Commercial ” 
Industrial 
Total, Incl. Misc. ... 
Customers—Residential 
Commercial 
Industrial 
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Income Account—Summary (March) 


Revenues—Residential 
Commercial 
Industrial 
Total, Inc. Misc. Sales .. 
Sales to Other Utilities . 
Misc. Income 





Expenditures 


— 


_ 
Wid DOr CON 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

Amortization, etc. ........2-eeeeees 
Net Income 

Preferred Div. (Est.) 

Bal. for Common Stock (Est.) ... 
Common Dividends ( Est.) 

Balance to Surplus (Est.) 


\~) 
Srv 


Electric Utility Plant (March) 


Reserve for Depreciation and Amort. 
Net Electric Utility Plant 


Life Insurance Investments (January Ist-May 17th) 


Utility Bonds D3 
Utility Stocks 30 

Total — 
% of All Investments 20 
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1951 
Rev. 
(Mill.) 
Producers and Pipelines 
$ 9 O Commonwealth Gas .... 
30 S Mississippi Riv. Fuel ... 
47 S Southern Nat. Gas ...... 
3 O Southwest Nat, Gas .... 
76 O Tenn. Gas Trans. ...... 
84 O Texas East. Trans. .... 
40 O Texas Gas Trans. ...... 
— O Transcontinental Gas ... 
PGE 620206 00% 
Integrated Companies 
98 S American Natural Gas .. 
188 S Columbia Gas System .. 
8 C Consol. Gas Utils. ...... 
159 S Consol. Nat. Gas ...... 
62 S El Paso Nat. Gas ...... 
27 S Eanitable Gas ...ccccces 
13 O Interstate Nat. Gas .... 
9 O Kansas-Neb. Nat. Gas .. 
SP GC Eas Be ccs ccccsss 
11 O Mountain Fuel Supply .. 
42 C National Fuel Gas ...... 
40 S Northern Nat. Gas...... 
25 C Oklahoma Nat. Gas .... 
19 C Pacific Pub. Serv. ..... 
52 S Panhandle East. P. L. .. 
8 O Pennsylvania Gas ...... 
92 S_ Peoples Gas Lt. & Coke... 
17 O Southern Union Gas ... 
126 S United Gas Corp. ...... 
FOES ccccvevcs 
Retail Distributors 
25 O Atlanta Gas Light ...... 
44 S_ Brooklyn Union Gas.... 
3 O Consumers Gas ........ 
2 O Fall River Gas Works . 
S GD Peereiere Ges cc ccccccces 
1 O Haverhill Gas Lt. ...... 
9 O Houston Nat. Gas...... 
1 O Jacksonville Gas ...... 
5 C Kings County Ltg. .... 
Be DS BOD ov icccncess 
19 O Minneapolis Gas........ 
6 O Mobile Gas Service ..... 
5 O New Haven Gas Lt. .... 
4 O North Shore Gas ...... 
124 S Pacific Lighting ....... 
11 O Portland Gas & Coke .. 
7 O Providence Gas ......... 
2 C Rio Grande Valley Gas .. 
1 © Recteed GOS cc cccccces 
D GC Be vc ccxacccceces 
5 GD Se Pee Ge on cccess. 
5 O Springfield Gas Light .. 
19 S United Gas Improv. .... 
27 S Wash. Gas Light ...... 
REE 0osccvece 
Canadian 
14 S_ International Util. ..... 


RECENT FINANCIAL DATA ON GAS COMPANY STOCKS 
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req. 
Current % I~ Of Ree- 


Period crease ports** 

$ .87d 18% a 
3.37m 10 ay 
4.63m 26 ay 
56d 60 bq 
1.73m D2 ay 
1.76d D2 a 
1.61m D30 ay 
1.45m a ay 

$2.91m 7% bq 
.97m D14 ay 
1.73} 15 ay 
5.54m D4 ay 
3.07m 41 my 
1.97m 2 bq 
3.27d 1 a 
2.11d 36 qc 
1.54m D32.  mqy 
1.15d 16 


$1.89m 17% bq 
4.94m 25 q 
1.47d 31 a 
1.66a D14 my 
2.39d Dil a 
2.18f 5 my 
1.49ju 41 a 
4.97dx 4 a 
86m 59 ac 
84m _ b 
1.31m a ay 
2.94m D16 bq 
1.53d D20 a 
3.78m DS ay 
3.68m  D19 bq 
1.81m 10 bq 
36d D37 a 
19d as ay 
4.72d 2 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 


WATER COMPANIES 








—12 Mos. Share Earnings#- 
req. 
% In- Of Re- 


crease* ports** 


Indit- 
cated 
1951 5/28/52 Divi- 
Rev. Price dend Approx. Current 
(Mill.) About Rate teld Period 
Communications Companies 
Bell System 
$3,639 S Am. Tel. & Tel. (Cons.) 156 $9.00 5.8% $11.50 
28 O Cinn. & Sub. Bell Tel... 72 450 63 4.56d 
106 C Mountain Sts. T.& T... 100 6.00 6.0 5.60m 
203 C New England Tel. .... 110 8.00 7.3 7.56m 
478 S Pacific Tel. & Tel. ...... 112 7.00 63 7.80£ 
62 O So. New Eng. Tel. ...... 33 1.80 5.5 1.88d 
PID asacande< 6.2% 
Independents 
9 O Central Telephone ...... 11 $ 80 7.3% $1.20£ 
85 S General Telephone ...... 32 200 63 2.84m 
li © Peninsler Tel, ........ 43 2.50 58 3.57m 
13 O Rochester Tel. ........ 12 80 6.7 1.25d 
Transit Companies 
aie |S eee 6 $.30 50% $ 32d 
9 O Dallas Ry. & Term. .... 13 1.40 108 2.46d 
227 S Greyhound Corp. ...... 12 1.00 83 1.28m 
22 O Los Angeles Transit .... 54 50 9.1 79d 
oa S Bek Cite Lies ........ 10 1.00 10.0 1.91d 
73 O Phila. Transit .......... 5 80 16.0 58m 
7 O Rochester Transit ...... 4 —_-_ — 1.12d 
ae 0 St teow FLSA ...... 104 50 48 35d 
4 O Syracuse Transit ...... 17 11.8 1.75d 
24 O United Transit ........ 3 _- — 42d 
i ee 9.5% 
Water Companies 
Holding Companies 
26 S Amer. Water Works .... 8 $.50 63% $ .72m 
4 O N.Y. Water Service.... 37 2.2 1.97m 
Operating Companies 
3 O Bridgeport Hydraulic .. 29 $1.60 5.5% $1.74d 
8 O Calif. Water Serv. ..... 29 2.00 69 2.96m 
2 O Elizabethtown Water .. 94 5.00 5.3 5.74d 
6 S Hackensack Water ..... 32 1.70 5.3 2.56d 
3 O Jamaica Water Supply.. 25 1.50 6.0 2.47m 
3 O New Haven Water .... 55 3.00 5.5 2.91d 
1 O Ohio Water Service ... 23 1.50 6.5 1.92m 
5 O Phila. & Sub. Water... 45 1.00(a) 2.2 4.69d 
1 O Plainfield Union Wt.... 52 3.00 58 4.09d 
2 O San Jose Water ........ 33 2.00 6.1 2.45£ 
6 O Scranton-Spring Brook. 14 90 64 1.03d 
3 O Southern Cal. Water .... 9 45 72 76m 
3 O West Va. Wt. Service .. 26 120 4.6 1.38m 
Averages ......... 5.6% 


D11% mcy 
D1 qc 
D23 ay 
D35 ay 
D14 ay 
Dil qc 
12% ay 
30 ay 
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3 ay 
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—_ qc 
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D31% ay 
D10 ay 
20% a 
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2 ay 
D10 a 
D9 bq 
61 a 
D2 a 
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D13 ay 
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D—Deficit. C—Curb exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Increase in balance for common stock. #Earnings are calculated on present 
number of shares outstanding, except as otherwise indicated. PF—Pro forma. dx—December, 
1950. ju—July. d—December, 1951. j—January, 1952. f—February, 1952. m—March, 1952. 
NC—Not comparable. **The following symbols are used in this column to indicate the periods 
and frequency of earnings reports: a—Calendar year only. b—Twelve months only (reported 
monthly). bq—Twelve months only (reported quarterly). c—Cumulative months and twelve 
months. mc—Latest month and cumulative months. mcy—Latest month, cumulative months, and 
twelve months. q—Latest quarter only. qc—Quarters cumulatively. qy—Latest quarter plus 
last twelye months. my—Latest month and twelve months. a—Stock dividend also paid in 1951. 
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HE Electric Consumers Conference, 

held in Washington, D. C., May 
26th and 27th, featured a wide variety of 
speakers, ranging all the way from the 
President of the United States toa Mis- 
souri housewife. But whatever the differ- 
ence in their worldly estates, they all met 
on common ground in their attacks on 
the private electric power industry. 
Murray D. Lincoln, president of the Co- 
operative League, C.A.R.E., and the 
Farm Bureau Insurance Companies, 
served as chairman of the conference. 
His keynote speech preceded President 
Truman’s address, both of which are re- 
ferred to elsewhere in this issue, along 
with the remarks of Walter Reuther, 
president of the CIO United Automobile 
Workers. (See “Washington and the 
Utilities,” page 851.) 

Senator Lister Hill (Democrat, Ala- 
bama) followed Chairman Lincoln to the 
rostrum. He charged that the private 
power lobby has descended upon Con- 
gress in greater force than ever before 
in an attempt to obtain a monopoly hold 
on the nation’s electrical power. In a 
discussion that followed Senator Hill’s 
remarks, a member of the CIO declared 
that the lack of public power has been 
one reason for the migration of the tex- 
tile industry from the New England area. 
Senator Hill agreed. He commented 
that he could not understand why the 
people of the area had not insisted on de- 
velopment of the St. Lawrence seaway 
and power project. 


ECRETARY of the Interior Oscar L. 
Chapman opened the first afternoon 
session. Mr. Chapman declared that 


every American knows that the public 
power policy “today is under a concerted 
propaganda attack by the monopoly in- 
terests—an attack which lays down an 
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unceasing barrage of costly advertise- 
ments, radio broadcasts, and other forms 
of propaganda, accompanied by unceas- 
ing pressure on the people’s representa- 
tives, designed to weaken and destroy 
Federal power policy so that monopoly 
can regain its lost privileges.” He said 
that the public power policy has created 
“new farms and industries, and has 
meant cheaper electricity for millions 
upon millions of consumers in the home, 
on the farm, and in the factory.” He 
warned that the “monopolistic interests 
are playing with fire when they try to 
persuade the American people that a pro- 
gram bringing all those benefits is some- 
thing that cannot be had under our free 
competitive enterprise system.” He 
pointed to the preference clause as the 
most effective antimonopoly provision to 
be found in Federal law. “That is why 
the private power monopoly is working 
tooth and nail to destroy this provision 
and overturn Federal power policy,” he 
said. 


HAPMAN noted that “monopoly brings 

a sort of lethargy to its beneficiaries. 
When the monopoly is broken, there is a 
direct stimulus to the promotion of the 
sale of power at low rates, and customers 
of private power systems gain just as do 
those supplied by municipal and co- 
operative systems. Rural electric co- 
operatives, for instance, secure their 
power supply for an average of 7.2 mills 
per kilowatt hour from private power 
companies in the states of South Caro- 
lina, Georgia, Alabama, and Mississippi, 
where the influence of the Tennessee 
Valley Authority, as well as the South 
Carolina Public Service Authority, is 
felt. In contrast, in the northeastern 
states, where no Federal power projects 
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exist, rural electric co-operatives pay an 
average 13.2 mills.” He declared that in 
some cases—Hell’s Canyon and Roanoke 
Rapids, for example—the “power com- 
panies make an all-out effort to keep the 
government from building any dam at 
all.” He charged that all attacks on proj- 
ects are “part of a common attack on the 
power program as a whole. They are not 
regional isolated attacks,” he said. He 
urged members of the conference to fight 
such obstructionism wherever they meet 
it. 

HE Secretary also stated that “not 

only has the Federal power program 
not harmed the private utility industry ; 
its period of greatest activity has been 
identical with the private industry’s 
greatest period of expansion... . In the 
face of all of that, how hollow this cry of 
‘Socialism’ really is. Do not be deceived. 
That outcry does not reflect any injury 
which has been done to private industry. 
It reflects, instead, an attempt by monop- 
oly to capture the people’s rivers and to 
usurp the people’s right to determine how 
this great public service business shall be 
conducted.” He stated in conclusion that 
consumers’ organizations alone “‘can meet 
the attack squarely. It is up to you to 
help defeat this campaign of misrepre- 
sentation. If you accept this responsi- 
bility you will win more than just the 
continued service of your TVA’s and 
your Bonnevilles and all the hydroelec- 
tric developments by which the Federal 
power program assures all consumers of 
equality of opportunity in the field of 
power supply. You will win a strength- 
ening of democracy itself.” 

A member of the audience declared 
that he had been faced with the argument 
that the only reason private power can- 
not compete with Federal power is be- 
cause it pays taxes. He asked the Secre- 
tary what answer he had for that ques- 
tion. Secretary Chapman replied that he 
would like to see the group debate the 
issue and see whether or not it was true. 
He noted that a private power company 
considers its taxes in setting its rates and 
that, in actuality, the consumer pays the 
taxes. They also deduct their propaganda 
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from their income taxes and make the 
consumer pay for that, he said. 

The Secretary noted, in response to 
queries from the audience, that it had 
been stated before a panel of security an- 
alysts that public power competition in 
the state of California has been over- 
emphasized. He also paid tribute to 
James F. Fairman, Administrator, De- 
fense Electric Power Administration, as 
“as fine a power company man as I 
know.” 


|e WHITAKER, administrative as- 
sistant to the Electric Power Board, 
Chattanooga, Tennessee, was the next 
speaker. He told the audience not to let 
anyone for a moment mislead it into 
thinking the private power people are 
fighting for a principle. “They are fight- 
ing for the almighty dollar,” he said, 
“and if you ask me they are doing an 
awfully good job of it.” 

Henry Carstenson, Master, Washing- 
ton State Grange, spoke next. He told 
the conference that it is necessary in the 
public interest to have electric power op- 
erated by the public. We need power 
directed by the majority, not the 
minority, or even by a group of stock- 
holders, he said. He declared that the 
abuses of private companies made the 
people take over power facilities in 
Washington state—with the result that 
the average power rate dropped from 24 
cents per kilowatt hour to 1} cents per 
kilowatt hour. He also noted that the 
private utilities have purchased more 
Federal power than anyone else in the 
Northwest and have in no way been in- 
jured. He stated that private power in- 
terests are trying to block construction 
of such projects as the Hell’s Canyon 
dam. He concluded that any business 
that must be monopolistic to be success- 
ful must be operated by the people. 

Thomas B. Fitzhugh, attorney, Arkan- 
sas Electric Co-operative and Arkansas 
State Electric Co-operative, told the 
meeting that this area has had every type 
of power controversy and that outside 
“predators” are using ratepayers’ money 
to fight public development of resources 
in the area. He noted that the Arkansas 
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Electric Co-operative had proposed to 
build a steam plant in the heart of the 
coal fields but was opposed by com- 
mercial power interests on the grounds 
that the power was not needed—despite 
the fact that the peak load requirements 
of the area could not be met, and the 
commercial power interests proposed to 
build an even larger steam plant of their 


own, 
P J. DONNELLY, president, North Da- 

e kota Farm Bureau Federation, 
stated that at the inception of REA 
North Dakota was a power desert. He 
said that it would now be only a matter 
of time before a power pool would be 
established in the area. He noted that 
private power companies in the region 
have now seen the light and are working 
with the co-operatives in bringing pow- 
er to the people. There is no reason why 
we should not show the private power 
companies that we can all work together, 
he said. 

Walter Harrison, president, Planters 
Electric Membership Corporation, Mil- 
len, Georgia, was the final speaker of the 
first day. He said that it will take ex- 
pression from the grass roots to bring 
about full development of our natural re- 
sources and see to it that all proposed 
projects are built. If they make them- 
selves felt in every general assembly they 
will take away a lot of the wasted profits 
that go for propaganda and see to it that 
God-given resources are developed for 
the good of all the people, he declared. 
He noted that the preference clause was 
written into the law because the people 
were being downtrodden by financiers 
from Wall Street. 

He said that there is a terrific fight 
going on in the Southeast caused by the 
Georgia Power Company which, along 
with others, is dominated and ruled by 
the Southern Company, which, in turn, 
writes its rules and minutes on Wall 
Street. The Georgia Power Company 
elected not to develop the Savannah riv- 
er until it saw that the Federal govern- 
ment was interested in doing so, he de- 
clared, and it then went as far as Michi- 
gan to find a Congressman to sponsor it. 
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They now have the gall to ask Congress 
to permit them to hog the power at the 
bus bar, he said. The power companies 
are playing for big stakes in the South- 
east, he added, trading capacity for rates. 
They are trying to make us believe they 
are our choicest of friends. He also noted 
that at times public utility commission- 
ers can be “gotten to,” concluding that 
once the farmers of America are aroused 
to protect our natural resources, no force 
can prevent them from doing so. 


HE conference continued the next 

day, with addresses by the follow- 
ing: James G. Patton, president, Na- 
tional Farmers Union; Senator Hubert 
H. Humphrey (Democrat, Minnesota) ; 
Knox T. Hutchinson, Assistant Secre- 
tary of Agriculture; 
Michael J. Kirwan (Democrat, Ohio) ; 
and Senator George D. Aiken (Repub- 
lican, Vermont). 

Mr. Patton told the meeting that agri- 
culture and labor have a common bond 
—in this case electric power, which be- 
longs to all the people despite what pri- 
vate power says. He charged the pri- 
vate power companies with a subversive 
attack, coming from across the board, and 
trying to undermine the people’s confi- 
dence in their government. He said that 
two basic issues are involved: (1) 
whether or not the country and the world 
will continue to live in security and 
abundance, and (2) whether or not the 
government will serve all the people or 
protect and serve the interests of the 
few. He declared that agricultural pro- 
grams came onto the books because they 
were needed, and consumers have had to 
use the devices of government to make 
their position equitable against the large 
amounts of monopoly power the free en- 
terprise system has developed in this 
country. He pointed out that labor and 
agriculture rise or fall together. 

Mr. Patton also stated that Congress 
should realize that development of a Mis- 


‘souri Valley Authority and Columbia 


Valley Authority is important to the 
economy of the nation. We need to go 
on and build a Columbia and other valley 
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authorities if we are to get the power, he 
said. He urged repeal of the Taft-Hart- 
ley Act in order to give the people in la- 
bor proper representation. 


— Humphrey was the next 
speaker. Speaking extemporaneous- 
ly, he stressed the need for strong gov- 
ernment working for the people. “I be- 
lieve in the welfare state,” he said. “It is 
better than a military state or a state 
of indifference.” He declared that the 
consumers must band together against 
the power lobby that is trying to 
block the work of public power and 
REA’s, The power lobby, he intimated, 
may be integrated with the real estate 
lobby. He urged the private power in- 
dustry to “wake up” and start co-operat- 
ing with the consuming public. “America 
is not going to stand still” and the 
fact should be realized by the power 
industry, he said. He added that the in- 
dustry should be looking toward more 
and better things instead of blocking 
progress—noting that atomic energy is 
still in its infancy. He also stated that 
electric power is needed to develop the 
mineral resources of Minnesota, and 


_ there has been a dearth of it. 


The Senator went on to ask why there 


_ should not be an authority type of pro- 
_ gram for the Missouri basin. They have 





flood control in the TVA, he declared, 
and the only reason other areas don’t 
want an authority is because it works. 
They are not developing one-third of the 
potential hydro power in the Missouri 
basin, he said, and by the time all poten- 
tial projects are built we will still be short 
of power. 

Senator Humphrey also noted that he 
was proud of the private power com- 
panies in Minnesota, which have banded 
together with the REA’s in trying to 
get power to the people. There is plenty 
of room for everyone if someone doesn’t 
try to sit in the middle of it, he said. He 
pointed out that private companies and 
co-ops alike had banded together in an 
attempt to get a transmission line from 
Missouri river dams into southwestern 
Minnesota. He expressed some optimism 
that the Senate may restore House cuts 
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for the line when it considers the In- 
terior Department Appropriations Bill. 
He concluded that if we had listened to 
the vicious forces in America trying to 
block public power and transmission lines 
we would not have had enough power 
to win World War II. Anyone with 
enough ingenuity to split the atom 
should have enough ingenuity to split 
the difference on some of these issues, 
he said. 


MEMBER of the audience from the 

CIO in Michigan stated that a 
multipurpose dam at the headwaters of 
the Mississippi river would vitally bene- 
fit industry of the area. He asked the 
Senator if a proposal for such a project 
is still in the hopper. Senator Humphrey 
replied that he had tried to get a state 
river basin survey commission going in 
the area but had not succeeded too well 
as yet. He said that he did not know just 
what the engineering feasibility of such 
a project would be. Mr. Whitaker indi- 
cated that members of the conference 
may want to endorse the proposed trans- 
mission line (from Missouri river dams 
into Minnesota) while they are in Wash- 
ington. A member of the audience from 
Wisconsin expressed fear that the legis- 
lation proposed for the line would limit 
such power to the state of Minnesota and 
none of it could be transmitted into Wis- 
consin, Senator Humphrey indicated 
that he did not know of anything in the 
legislation that would prevent transmis- 
sion of some of the power into Wiscon- 
sin. 

Assistant Secretary Hutchinson was 
the next speaker. He told the audience 
that the Department of Agriculture, like 
the Consumers Conference, wants elec- 
tric power rates kept as low as possible. 
He noted that the power bill is part of 
the production expense of the farmer, 
and that we must assure that farmers 
will be able to grow enough food to 
serve the “fifth plate” needed to take 
care of the population increase by 1975. 
Electric farming is one way to increase 
farm production, he said, and farmers 
tend to double their use of electricity 
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every five years. Without public power 
there would be no yardstick for meas- 
uring the proper cost of power, he add- 
ed, and if the public power program is 
wrecked REA systems will be hit and 
the result will be felt all along the line of 
our economic system. 

Representative Kirwan declared that 
when the private utilities opposed al- 
most everything that was trying to be 
done to increase electric power in the 
nation they not only missed the boat, but 
the ocean as well. He said that the coun- 
try needs the Hell’s Canyon and St. 
Lawrence projects, and charged that the 
same group has stopped the St. Law- 
rence development that has been stopping 
the progress of the nation. 

Senator Aiken closed the second day 
of the conference. He read a prepared 
statement on “Roadblocks to Power De- 
velopment,” urging that the Niagara and 
St. Lawrence projects be constructed by 
the Federal government and kept out of 
the hands of the “monopoly seekers” 
who are trying to grab them. 


T a banquet held by the conference in 
the evening, Paul L. Phillips, 
president, International Brotherhood of 
Paper Makers, spoke on “The Wage 
Earners’ Stake in Public Power.” He 
said that the power companies “want 


monopoly, not competition,” and on oc- 
casion go “to great lengths to obtain 
their objectives.” He declared that he 
knew that “when a private company has 
the control, the consumer gets it in the 
neck.” 


pees Morse (Republican, Oregon) 
concluded the conference. He ad- 
dressed the banquet on the subject 
“Northwest Power and World Security.” 
He declared that the private utility lobby 
is publishing large advertisementsagainst 
his bill for the Hell’s Canyon project, 
“because that bill seeks to prevent the 
development of a monopolistic control of 
the Snake river by the Idaho Power & 
Light Company. That is why they are 
against it. They are against it because 
they know that that project, built by the 
government, is the best way to aid the 
development of private enterprise in the 
great Pacific Northwest. They would 
prefer to have a private monopoly build 
a series of low-head dams that would 
not begin to develop the maximum power 
resources of that great river network. 
And unless you develop the maximum 
resources of that great river network, 
you, in my judgment, will limit the se- 
curity possibilities of your nation in the 
great atomic era into which we are go- 
ing.” 





Notes on Recent Publications 


TRANSPORTATION. The revised edition of this 
text covering the economics of transporta- 
tion in the United States, originally pub- 
lished in 1946, is now available. It is pri- 
marily concerned with the fundamental 
principles which govern both the industry 
itself and the relationships between the trans- 
portation function and the entire economy. 
The book covers transportation by rail, high- 
way, water, pipeline, and air. The new edi- 
tion contains a large number of graphs and 
charts used in economic analysis and the list 
of visual aids has been carefully classified 
and expanded. Transportation. By Truman 
C. Bigham and Merrill J. Roberts. Second 
edition. McGraw-Hill Book Company, Inc. 
New York, New York. 1952. Price $6. 


UncLe SAM IN THE PaciFic Nortuwest. The 
author of this book has written a compre- 
hensive study of management of the land, 
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water, and mineral resources in the Pacific 
Northwest. The relationships of the chief 
Federal agencies engaged in resource man- 
agement are thoroughly explored. A major 
concern of the study is with the use of the 
waters of the Columbia river and its tribu- 
taries and the need for such a regional pro- 
gram to be based on co-ordination among 
the various agencies, with avoidance of 
competition and overlapping. The author 
analyzes critically proposals for a Colum- 
bia Valley Authority, modeled along the 
lines of TVA. He was a consultant to the 
Hoover Commission task force on natural 
resources and recently served as a member 
of the research staff of the President’s Water 
Resources Policy Commission. Uncle Sam 
in the Pacific Northwest. By Charles McKin- 
ley. University of California Press. 1952. 
673 pages. Price $7.50. 
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The March of 


Events 


In General 


EEI Convention 


, gg 2,000 leaders of the 
electric light and power industry 
gathered in Cleveland, Ohio, early this 
month for the twentieth annual conven- 
tion of the Edison Electric Institute. 

Government attacks on the nation’s 
electric utility companies were blasted as 
George M. Gadsby, retiring president of 
EEI, called upon all business to unite 
against creeping attempts at Socialism. 

Mr. Gadsby, who is also president of 
Utah Power & Light Company, speaking 
at the opening session of the convention, 
said: “It is not too broad a statement to 
say that monopolistic control by govern- 
ment or labor leaders of the essential in- 
gredients of industrial production—en- 
ergy and labor—means the end of human 
liberty.” He termed President Truman’s 
recent public support of Federal power 
“just another example of the govern- 
ment exercising monopolistic power for 
the benefit of a privileged few.” 

He suggested the President has been 
“taken in” by the public power group 
and had given his views “perhaps without 
full consideration.” Truman “should 
have known, and probably does know, 
that utility companies are allowed under 
all regulatory laws to earn only a just 
and reasonable return upon their invest- 
ment in property used and useful for 
rendering service to the public,” Gadsby 
said, in answer to the presidential infer- 
ence that utilities were profiteering. 

With respect to the “preference 
clause” Gadsby said that “the President’s 
concern apparently goes only to that part 
of the public served by the publicly 
owned systems and the co-operatives 
within this favored circle from which 80 
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per cent of the people of the country 
served by the investor-owned utilities are 
excluded.” 

“Congress definitely has not adopted 
and does not look kindly upon a Federal 
power program in which the Interior De- 
partment would take over the private 
power industry,” J. E. Corette, Jr., vice 
president of Montana Power Company, 
stated. By continued presentation of the 
facts to the people “we can and will stop 
and turn back such a program,” Corette 
said. He noted that a change in congres- 
sional policy toward that advanced by 
the Interior Department would lead to 
Socialism, not only for the utility indus- 
try, but for most other industries. 

Earle J. Machold, president of Niagara 
Mohawk Power Corporation, told the 
EEI audience that should the Federal 
government have its way and develop 
Niagara power “the result can well be 
decisive in the long struggle which we 
have been compelled to wage . . . to repel 
bureaucracy’s encroachment upon our in- 
dustry.” 

Walker L. Cisler, president of Detroit 
Edison Company, said the steel strike is 
not expected to affect utility construction 
seriously, but it may if it continues for 
an extended period. 

James H. Foote, vice president of 
Commonwealth Services, Inc., asserted 
that the price of electricity had been kept 
down largely as a result of the “outstand- 
ing achievements” of the nation’s electric 
companies and electrical equipment man- 
ufacturers, 

EEI’s new president is Bayard L. 
England, president of the Atlantic City 
Electric Company. Walter H. Sammis, 
president of Ohio Edison Company, was 
elected vice president. 
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Connecticut 


Deficits Seen if Increase Not 
Granted 


gf Hartford Electric Light Com- 
pany predicts a deficit of $175,000 
in its operations for 1952, increasing to 
$548,000 by 1954, if its petition for an 
annual $1,600,000 rate increase is not 
granted. The prediction was made by Aus- 
tin D. Barney, chairman of the board of 
Hartford Electric Light Company, as 
hearings on the company’s petition 
opened before the state public utilities 
commission late last month. 

The requested increase would raise 
the bill for the average residential cus- 
tomer by 14 per cent, Barney stated. 
Nearly half of this increase would be 
the residential customer’s share of a new 
fuel charge, based on a cost to the com- 
pany of $10 a ton for coal. The com- 
pany’s present fuel adjustment, which is 


not charged to residential customers, is 
$6 a ton. In dollars and cents, the resi- 
dential customer’s bill would be upped 
69 cents a month, Barney said. Maxi- 
mum residential increase would be $2 a 
month. 


Court Acts in Pipeline Dispute 


HE state supreme court of errors 

last month authorized the North- 
eastern Gas Transmission Company to 
proceed with the laying of its pipeline 
across Fairfield county. The court acted 
in a dispute involving 36 pieces of prop- 
erty, the owners of which have been un- 
able to agree with Northeastern on the 
amounts they should be paid. 

In an opinion written by Justice Inglis, 
the court permitted the company to go 
ahead and lay the pipe. Arguments 
about damages will be heard later. 


oe 
Florida 


Would Restore Tax 


nN ordinance calling for a restoration 
of the municipal utility tax re- 
pealed in March, 1951, was introduced 
in the Jacksonville city council last month 
by President James C. Merrill. 

It provides that a municipal service 
tax be levied on all purchases of elec- 
tricity, metered or bottled gas, water 
service, and telephone service and that 
the tax rate shall be 10 per cent of each 
bill for such services, up to a top tax of 
$500. 


Effective date of the ordinance, if 
passed by council, would be September 
1, 1952. 

Repeal of the former utility tax last 
year led to an estimated $1,200,000 loss 
in revenue for the city of Jacksonville 
and its restoration could be expected to 
produce even more because of expanded 
services during the past year. 

The ordinance was referred to the 
council’s committees on laws and rules 
and finance and taxation. 


Illinois 


Seeks Gas Rate Increase 


RR increases that would add an esti- 
mated $6,000,000 a year to the gas 
bills of its 1,000,000 customers were 
sought informally by the Peoples Gas 
Light & Coke Company at a hearing of 
the state commerce commission recent- 
ly. The hearing was on the commission’s 
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own inquiry into the company’s general 
rate structure, ordered March 16, 1950. 

A witness for the company said the 
boost, the first in nearly thirty years, is 
necessary because of the rise in opera- 
tional costs. His testimony was taken to 
mean that the company would petition 
the commission formally for permission 
to increase customer rates. 
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THE MARCH OF EVENTS 


Iowa 


Co-op Resolution Adopted 


RESOLUTION urging that rural elec- 
tric co-operatives be exempted 
from any public utility regulatory law 
which may be enacted in Iowa was 
adopted by the managers’ section of the 
Iowa Rural Electric Co-operative Asso- 
ciation at a meeting last month in Des 
Moines, 


The action, in the form of a recom- 
mendation to the association’s board of 
directors, was taken by the managers’ 
section after hearing that REA groups 
are included in a tentative draft of a bill 
proposing the creation of a state public 
utilities commission, which is scheduled 
for submission to the 1953 Iowa legisla- 
ture. 


s 
Massachusetts 


Telephone Rate Petition under 
Advisement 


ce state public utilities department 
recently took under advisement a 
telephone company petition for rate in- 
creases aggregating $12,000,000 a year, 
after Assistant Attorney General Stuart 
charged New England Telephone & Tele- 
graph “utterly failed” to prove its case. 

Stuart told the wind-up hearing that 


the company had “no logical basis in fact 
or in reason” for asking that it be al- 
lowed to charge private subscribers for 
the cost of changing over its coin box 
public telephones to 10-cent calls instead 
of the present 5-cent rate. 

Stuart also assailed the company’s 
testimony that it should charge present 
subscribers for the cost of its expansion 
program. 


ee 
New Jersey 


Increased Rate Denied 


EW Jersey Power & Licut Com- 
N PANY recently lost in state supreme 
court its 2-year fight for a $1,000,000 in- 
crease in electric rates for some 80,000 
customers in northern New Jersey. The 
court, in an opinion by Justice Burling, 
affirmed the decision of the state public 


utilities commission of April 27, 1951, 
denying the company the increase. The 
utility originally filed its schedule of 
proposed new rates May 25, 1950, but 
suspended it pending commission hear- 
ing held since. 

The court voted 6 to 1, with Justice 
Heher dissenting. He did not write an 
opinion. 


Pennsylvania 


Asks Gas Rate Increase 


HE Philadelphia Electric Company 

filed new schedules with the state 
public utility commission early this 
month, increasing gas rates for house 
heating and other space heating in four 
suburban Philadelphia counties, effective 
August 2nd. 

For space heating the new schedules 
would increase the gas bills of 42,653 
consumers by $1,193,534 annually and 
would also increase rates of 197 whole- 


sale commercial and wholesale industrial 
consumers by $54,000 annually. 

The company also filed new steam- 
heating rates which would boost the bills 
of 468 consumers in the Philadelphia dis- 
trict by $404,000 a year and 467 steam 
consumers in the West Chester district 
by $35,540. 

The company serves a total of 179,- 
500 gas consumers in Montgomery, 
Bucks, Delaware, and Chester counties. 
The new rates would not apply to home 
owners who use gas only for cooking. 
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Rhode Island 


Rate Increase Ruled Invalid 


HE state supreme court late last 
month unanimously ruled invalid 


| 


the $850,000 annual rate increase which | 


the New England Telephone & Tele- 
graph Company has been collecting from 
its customers since last August. 

The supreme court, acting on the pro- 
test of one man, a Providence and South 
county attorney, said that Public Utility 
Administrator Thomas A. Kennelly 


* 


erred in granting the phone company the 
increase last July. 

Kennelly, asked to grant a temporary 
rate increase, found no emergency exist- 
ing to justify it—then granted the com- 
pany an increase on other grounds. 

Kennelly now has under advisement a 
new petition by the telephone company 
for a new rate increase that would net 
$2,145,000 additional revenue in Rhode 
Island. Hearings on this petition con- 
cluded last April. 


Virginia 


Private Water Development 
Recommended 


A= MITTEE studying Virginia water 

resources recommended last month 
that the Federal government should en- 
ter the private power industry only when 
needs cannot be met by private industry 
and co-operatives. 

The committee suggested that in any 
decision between public and private de- 
velopment of hydroelectric power, con- 
sideration should be given to the taxes 
paid by private owner interests to the 
local, state, and Federal governments. 

Submitted to the Advisory Council on 
the Virginia Economy by its water re- 


sources committee, the recommendation 
referred to a dispute between the Vir- 
ginia Electric & Power Company and the 
Federal government over a proposed 
hydroelectric development at Roanoke 
Rapids, North Carolina. 

In summarizing its findings, the Vir- 
ginia committee said the state and its 
subdivisions depend for their operations 
upon the revenues from taxation. “It is 
in the public interest that no supplanting 
of tax-paying business is to be under- 
taken by Federal organizations. Further, 
it is in its interest to make sure that taxa- 
tion is uniform and fair and that no 
special favors are given in this connec- 
tion.” 


= 
Washington 


PUD to Build Dam on Columbia 


RANT county’s public utility district 

commissioners announced recent- 

ly a plan for the district to build the long- 

projected Priest Rapids dam on the 

Columbia river. The estimated cost 
would be $250,000,000. 

The commissioners, at a meeting last 
month, authorized filing of condemnation 
proceedings to acquire title to the land at 
the proposed dam site, 20 miles below 
the Vantage bridge. The projected 


dam would be the third largest power 
producer in 
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the Pacific Northwest, 


exceeded only by Grand Coulee and 
Chief Joseph dams. 

Construction by a PUD of a major 
Columbia dam would be an unprecedent- 
ed move in the history of the region’s 
power development. All other big 
Columbia projects have been built by the 
Federal government, although the Che- 
lan County Public Utility District has 
an agreement for enlarging of the pri- 
vately owned Rock Island dam upstream. 

Numerous hurdles in financing and 
contracts will have to be cleared before 
any actual “go ahead” order could be 
given on the huge project. 
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Progress 


of Regulation 


Rate Increase Based upon Inflation Factor 


HE New Hampshire commission au- 
thorized an electric rate increase to 
yield a return of 5.65 per cent. The com- 
pany planned to issue preferred stock, 
at a probable interest rate of 5 per cent, 
as well as common stock. The commis- 
sion believed that this would effect a dis- 
tinct improvement in the company’s cap- 
ital structure and result in a cost of 
money to the company of 5.45 per cent. 
The spread between the rate of re- 
turn and the cost of money was deemed 
sufficient to absorb embedded costs, to 
maintain confidence in the financial 
soundness of the company, and enable 
the company to attract capital necessary 
to discharge its obligations to its inves- 
tors and consumers. 

The commission concluded that in the 
present inflationary cycle an award 
somewhat more generous than would 
otherwise be allowed should be made to 
fill the gap between an ascending capital 
structure curve and the curve of net in- 
come growth of the company. It pointed 
out that it has sought some type of for- 
mula, or other plan, that could automati- 
cally accomplish this result, and thus 
prevent continued rate cases, which are 
expensive. 

The commission said that while it can- 
not bind future commissions, it would 
suggest that if, as a result of the com- 
pany’s operations for any year within 
the next two years, the earnings are be- 
low the 5.65 per cent return, on the then 
existing rate base, a further hearing be 
held limited to the matters of rate base, 
revenue, and expenses. 


Commissioner Thornton dissented on 
the ground that the rate increase should 
not be so high. He said that he was in- 
fluenced by the many indications of 
troubled times ahead for our industries 
and citizens. He pointed out that in com- 
munities where factories are now idle 
or vacant, the public is having to curtail 
its standard of living. He deemed it one 
of the cardinal duties of the commission 
to consider the impact of its decisions on 
the economic welfare and growth of the 
state. 

It is most important, he said, that the 
end result is to be reached by a balancing 
of the investor and consumer interests. 
In commenting upon the inflation factor 
as affecting rates, Commissioner Thorn- 
ton said: 


As to “attrition in the rate of re- 
turn,” it seems that this is merely a de- 
vice to attain the same end result as the 
so-called “present reproduction cost” 
theory, which has been rejected in the 
past by this commission in favor of a 
rate base calculated on original cost less 
depreciation. Over the years, adher- 
ence to the “original cost” theory will 
remove any discrepancies, whether 
they be caused by inflation or deflation, 
and I, therefore, cannot accept the 
theory of “attrition.” 


The commission made an allowance 
for normalization of water. Commission- 
er Thornton dissented on the ground 
that no such allowance should be made 
unless it is set apart in a separate re- 
serve, rather than allowed to go into sur- 
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plus. In other words, he said, excess 
moneys received in times of good water 
should be set aside as a reserve against 
which the company can draw in times of 
poor water, to offset higher expenses of 
dry years. 

If the excess earnings were allowed 
to go into surplus, they would become 
the sole property of the stockholders, be- 


yond the commission’s control, and could 
be used for any corporate purpose, Com- 
missioner Thornton believed that it is 
only equitable that the benefits of excess 
rainfall should be divided between the 
ratepayers and stockholders rather than 
being given solely to either. Re Public 
Service Co. of New Hampshire, D-R- 
3152, Order No. 6072, May 20, 1952. 


e 


“Unholy Alliance” between Companies Does Not Invalidate Rate 
Orders of Power Commission 


to Supreme Court upheld orders 
of the Federal Power Commission 
requiring Pennsylvania Water & Power 
Company to reduce its charges to Con- 
solidated Gas, Electric Light & Power 
Company of Baltimore, although it was 
argued, among other things, that this 
would require the continued performance 
by Penn Water of an illegal contract 
which had been condemned by the 
courts. Mr. Justice Douglas, in a dis- 
senting opinion, referred to “an unholy 
alliance” between the companies and 
said that the commission by its rate or- 
ders had laced Penn Water to Consoli- 
dated under a management contract that 
left Penn Water no initiative of private 
management. 


The majority of the Supreme Court 
agreed with the court of appeals that 
neither the rate order nor findings were 
premised on the continuation of the 
Penn Water-Consolidated contract. It 
said : 

. . . the commission’s order, as con- 
strued by the commission, by the court 
of appeals, and by us, neither express- 
ly nor impliedly requires Penn Water 
to yield to any contractual terms sub- 
jecting it to the control of Consoli- 
dated. In the highly unlikely event that 
Penn Water’s managerial freedom is 
ever threatened by such an order, it 
will be time enough to consider its 
validity. To the extent that Penn 
Water is being controlled, it is by the 
commission, acting under statutory 
authority, not by Consolidated, acting 
under the authority of private contract 


terms “legalized” by the commission. 
The duty of Penn Water to continue 
its co-ordinated operations with Con- 
solidated springs from the commis- 
sion’s authority, not from the law of 
private contracts. 


The Court also upheld the authority 
of the Federal Power Commission to 
regulate Penn Water under Part II of 
the Federal Power Act as a public utili- 
ty engaged in interstate commerce as 
well as under Part I relating to licensees. 
A major purpose of the whole act, said 
the Court, is to protect power consumers 
against excessive prices. Part II provides 
for a more expansive Federal regulation 
than that authorized under Part I. It 
would hinder, not help, the Power Act’s 
program, said the Court, if the Court im- 
pliedly exempted Part I licensees from 
the more expansive Part II regulation. 

A contention that some of Penn 
Water’s sales at wholesale were not in 
interstate commerce was also overruled. 
A complete integration and pooling of 
power-producing and transmitting fa- 
cilities of three power companies, said 
the Court, had been achieved. The flow 
of the Susquehanna river varies greatly 
even from day to day. During periods 
of low flow, Penn Water receives steam- 
generated energy from Baltimore in or- 
der to meet its power supply commit- 
ments. Conversely, during periods of 
high flow, Consolidated is able to receive 
the cheaper hydro power from Penn 
Water and from Safe Harbor Water 
Power Corporation. The Court said that 
the commission’s power “does not vary 
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with the rise and fall of the Susquehanna 
river.” Pennsylvania Water & Power 


Co. v. Federal Power Commission, Nos. 
428, 429, May 26, 1952. 


Co-operative’s Complaint against Company Extension Dismissed 


HE Kentucky commission dismissed 

a co-operative’s complaint against 
an electric company’s invasion of its ter- 
ritory. The principal point at issue was 
whether the company should properly 
extend service into a rural area served 
by the co-operative, for the purpose of 
continuing service to an industrial cus- 
tomer which had moved its plant out of 
the city. 

The commission stated that in such 
proceedings it is necessary to determine 
what the public convenience and neces- 
sity require and how the public interest 
will best be served. The fact that the ex- 
tension was outside city limits was not 
considered a controlling factor. 

The commission pointed out that no 
duplication of facilities would result from 
the extension by the company, since the 
co-operative’s facilities in the area were 
not adequate to meet the anticipated 


power needs of the industrial customer. 

A further reason for dismissal of the 
co-operative’s complaint was that the 
original purpose of the co-operative was 
to serve rural residents, not industries, 
and that since the industry was not a 
member, the co-operative, in satisfying 
its demand, would greatly limit its ability 
to serve other nonmembers desiring 
service. 

The commission referred to a statute 
prohibiting co-ops from doing more than 
25 per cent of their total business with 
nonmembers. Service to this nonmember 
industry, the commission said, would 
exhaust the co-op’s ability to serve other 
nonmembers whose needs might be more 
in harmony with the scope and purpose 
of the rural electric program. Taylor 
County Rural Electric Co-op. Corp. v. 
Kentucky Utilities Co. Case No. 2268, 
May 7, 1952. 


Radio Broadcasts on Transit Vehicles Do Not Violate 
Constitutional Rights of Riders 


HE Supreme Court, reversing the 

court of appeals decision in Pollak 
v. District of Columbia Pub. Utilities 
Commission (1951) 89 PUR NS 131, 
191 F2d 450, left to the regulatory body 
the control of radio service on busses and 
streetcars. Mr. Justice Burton, deliver- 
ing the opinion of the Court, said: 


It is within the statutory authority 
of the commission to prohibit or to 
permit and regulate the receipt and 
amplification of radio programs under 
such conditions that the total utility 
service shall not be unsafe, uncom- 
fortable, or inconvenient. 


The Court decided that neither the 
operation of the broadcasting service nor 
the action of the commission permitting 
its operation was precluded by the Con- 
stitution, The First and Fifth amend- 


ments to the Constitution of the United 
States, said the Court, concededly apply 
to and restrict only the Federal govern- 
ment and not private persons. Never- 
theless, the Court found a sufficiently 
close relation between the Federal gov- 
ernment and the radio service to make 
it necessary to consider those amend- 
ments. 

As to the First Amendment, it was 
contended by objectors to radio broad- 
casts on public vehicles that these inter- 
fered with freedom of conversation. The 
commission, however, did not find, and 
the testimony did not compel a finding, 
that the programs interfered substan- 
tially with conversation of passengers or 
with rights of communication constitu- 
tionally protected in public places. 

It was also suggested that the First 
Amendment guarantees a freedom to 
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listen only to such points of view as the 
listener wishes to hear. There was said 
to be no substantial claim that the pro- 
grams had been used for objectionable 
propaganda, and the Court said there 
was no issue of that kind before it. 

As to the Fifth Amendment, the court 
below had emphasized the claim that the 
radio programs were an invasion of con- 
stitutional rights of privacy of the pas- 
sengers, This claim was that no matter 
how much Capital Transit Company 
might wish to use radio in its vehicles 
as part of its service to passengers and 
as a source of income, no matter how 
much the great majority of passengers 
might desire radio in those vehicles, and 
however positively the commission, on 
substantial evidence, might conclude that 
such use of radio did not interfere with 
the convenience, comfort, and safety of 
the service but tended to improve it, yet 
if one passenger objected to the pro- 
grams as an invasion of his constitu- 
tional right of privacy, the use of radio 
on the vehicles must be discontinued. 


e 


The Supreme Court then went on to say: 


This position wrongly assumes that 
the Fifth Amendment secures to each 
passenger on a public vehicle regulated 
by the Federal government a right of 
privacy substantially equal to the 
privacy to which he is entitled in his 
own home. However complete his 
right of privacy may be at home, it is 
substantially limited by the rights of 
others when its possessor travels on 
a public thoroughfare or rides in a 
public conveyance. Streetcars and 
busses are subject to the immediate 
control of their owner and operator 
and, by virtue of their dedication to 
public service, they are for the com- 
mon use of all of their passengers. The 
Federal government in its regulation 
of them is not only entitled, but is 
required, to take into consideration 
the interests of all concerned. 


District of Columbia Public Utilities 
Commission v. Pollak, Nos. 224, 295, 
May 26, 1952. 


Interlocking Positions in Power Company and Manufacturing 
Company Not Contrary to Public Interest 


5 e- Federal Power Commission, 
pursuant to § 305(b) of the Fed- 
eral Power Act, authorized the director 
and chairman of the executive and fi- 
nance committee of Duquesne Light 
Company to hold, not only the positions 
in that company, but also the position of 
director in the Westinghouse Electric 
Corporation. 

The Power Commission failed to find 
“any scintilla of reason” for supposing 
that either public or private interests 
would be affected in any way — either 
adversely or otherwise—by granting this 
authority. The commission also noted 
that it had continuing control which gave 
ample protection to the public interest. 


The commission said in part: 


We recognize the historical fact that 
Duquesne has for many years made 
large purchases from Westinghouse, 
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for manifestly sound business reasons 
and without Mr. Boshell or any other 
member of Duquesne’s board being a 
member of the board of Westinghouse. 
There is no reason to suppose that 
this policy will be departed from, so 
long as good business judgment dic- 
tates its continuance, whether or not 
the applicant here is given the au- 
thority sought and granted by this or- 
der, 

As a practical matter, furthermore, 
Mr. Boshell is now director and chair- 
man of the executive and finance com- 
mittee of Duquesne by virtue of his 
relationship to Standard Gas & 
Electric, a holding company solely 
within the jurisdiction of the Securi- 
ties and Exchange Commission and 
presently in the process of dissolution 
under the aegis of that commission, As 
such he is admittedly in a position to 
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dominate the Duquesne board, either 
directly or through nominations, and 
will continue in that position, regard- 
less of our action herein, at least un- 
til the process of dissolution under Se- 
curities and Exchange Commission 
supervision has been concluded. In the 
case of Westinghouse, however, he 
will be but one of fourteen directors 
of recognized independence, substance, 


i 


Found to Be D 


HE Illinois commission ordered a 
railroad to cease and desist from 


using a “car-card” system of assigning 
passengers to cars on intrastate trains in 
a manner which segregates passengers on 
the basis of race and color. 


The system was explained by the rail- 


road as one designed to effect distribu- 
tion of passengers in various sections of 
the train according to destination, to 
facilitate their discharge. 


Parties complaining against the sys- 


tem testified that its practical effect was 
to place all Negro passengers in the same 
cars regardless of destination and to 
deny them vacant seats in other cars ap- 
parently held for white passengers, 


The commission based its order on the 


following finding: 


The record clearly shows, however, 
that in practice the car-card system 
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and standing in the financial and in- 
dustrial community. 


Chairman Buchanan, in a dissenting 
opinion, referred to the decision in Re 
Aldred (1940) 35 PUR NS 361, and 
concluded that it was impossible to make 
the finding that neither public nor private 
interests would be adversely affected. Re 
Boshell, Docket No. ID-1107, April 29, 
1952. 


“Car-card” System of Designating Railroad Seating Accommodations 


iscriminatory 


operates to segregate Negro passen- 
gers boarding the train at Central sta- 
tion in Chicago in cars toward the head 
of the train solely because of their race 
and without regard to their destina- 
tion. Negro passengers are segregated 
in such cars whether they are traveling 
to points within Illinois or to points 
beyond the state boundary. The record 
further shows that Negro passengers 
are sometimes required to stand in 
overcrowded cars and are denied va- 
cant seats in other cars which would 
be available to them if they were white. 
Such denials of vacant seats in white 
cars by the application of the car-card 
system subjects such passengers to a 
disadvantage or discrimination. 


Johnson v, Illinois C. R. Co. No. 39271, 
May 14, 1952. 


e 


Market Value of Transit Company’s Stock Rejected 
As Measure of Rate Base 


HE Arkansas commission, in com- 
pliance with a court order, estab- 


lished a specific rate base, a rate return, 
and an allowance for depreciation, in a 
proceeding relating to increased transit 
fares. The rate base was fixed at de- 
preciated original cost plus cost of new 
busses, materials and supplies, and work- 
ing capital. 


The city of Little Rock had argued 


that the rate base should be the cost of 
879 


the common stock in the most recent sale 
by the company. The commission an- 
swered: 


We cannot adopt the theory and 
set a precedent of accepting the mar- 
ket value of the securities of a utility 
as being the proper measure of a rate 
base. There must be some uniform 
standard basis for determination of a 
utility’s rate base. After many years 
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of controversy, and many years of , seen holidays, and work stoppages. The 
very thorough study, regulatory | commission declared: 

bodies generally have accepted as the 
proper measure for a utility’s rate 
base the original cost of the utility’s 
properties, to which has been applied 
a straight-line depreciation percentage. 
We are fearful that should we attempt, 
in order to reduce the rate base of 
this particular utility, to deviate from 
the established and standard rules, we 
would find ourselves faced with tre- 
mendous demands from other utilities 
in the very near future. 


Other authorities who have made 
extensive studies of urban transit prob- 
lems have declared that the bus seat, 
or the bus ride, is the most perishable 
commodity being offered for sale in 
the commercial world. If the seat is 
not sold, there is never an opportunity 
to offer it for sale again. When the 
bus trip has been made, that particu- 
lar commodity, that is, the bus seat, 
has ceased to exist and cannot be 
placed in stock for subsequent sale. 

The commission pointed out, however, This hazard confronts few private en- 
that a rate base measured by the cost of terprises. 
stock would still be sufficiently high to 
show that the company was not receiving 
a fair return. 

After stating the rule that the return 


The rate of return to a highly com- 
petitive industry, the commission con- 
tinued, must be higher than the rate al- 
must be large enough to attract capital lowed ag ag ray eny ae =~ 5 
and maintain the financial integrity of ™OMOpOly in their Neild. An urban trans- 
the company, the commission discussed it company is not in the same category 
the substantial competition faced by an With an electric or telephone —-o 
urban transit company, including private The company had presented witnesses 
automobiles, taxicabs, and pooled riding. who stated that a return of 15 per cent 
Such a company also faces hazards with was required. The commission fixed the 
respect to future expectations of rev- returnat 10 percent. Re Capital Transp. 
enues such as weather conditions, unfore- Co. Docket No. U-562, April 25, 1952. 


4 


Change of Circumstances after Gambling Charge Must Be Shown to 
Justify Telephone Restoration 


7 Missouri commission dismissed tion occurred which resulted in a dis- 
a subscriber’s complaint against a continuance of service. The same parties 
telephone company’s refusal to restore patronized the establishment who par- 
service after it had been denied because _ ticipated in the illegal bookmaking. 
of gambling activity. Finally, the commission observed that 
The commission ruled that the circum- the police department, which had origi- 
stances concerning the tavern operation nally requested discontinuance and had 
of the complaining party had not changed _ kept the place under surveillance for a 
to such an extent as to require reinstate- number of years, had not seen fit to 
ment. The same party controlled the tav- recommend reinstatement. Parissi v. 
ern at the time of the reinstatement ap- Southwestern Bell Teleph. Co. Case No. 
plication as controlled it when the viola- 12,226, March 27, 1952. 


e 


Uncertainty of Supply Prevents Natural Gas Extension 


|. qe to extend natural gas serv- The company had previously been 
ice to an adjacent area was denied, authorized to serve the same area but 
without prejudice, by the Missouri com- _had let its certificate lapse because of an 
mission because of uncertainties involved. insufficient demand for service. The 
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| commission said that there was yet some 
he uncertainty as to the economic feasibility 
of serving the adjacent area. 

de The growth of population in that com- 
b- J pany’s area and in the areas of two 
it, §f neighboring companies had been substan- 
le § tial. All three companies had complained 
in § that they were receiving insufficient gas 
is (r supplies and were being discriminated 
ty against. The Federal Power Commis- 
e sion has ordered the pipeline company to 
™ take appropriate and necessary steps to 
t, § eliminate unlawful discrimination, but 
e that commission’s opinion is now on ap- 


- 


- HE Indiana commission concluded 

its investigation of rates, tolls, and 
charges of telephone companies render- 
ing intrastate service by ordering that 
uniform rates be charged. 

The commission pointed out that, 
under this order, companies rendering 
“like and contemporaneous service” 
would receive the same compensation. 
The order would have the effect of pre- 


= ' ~ ' 


Missouri court upheld a commission 
order denying a motor carrier cer- 
tificate where there was no showing of 
convenience and necessity to over half 
the population of the area proposed to be 
served and existing service was satisfac- 
tory, when the applicant’s service would 
not be unlike existing service, and where 
a new carrier in the field would financial- 
ly affect existing carriers. State ex rel. 
Byers Transp. Co., Inc. et al. v. Public 
— Commission et al. 246 SW2d 
825. 





The Missouri commission authorized 
an increase in intrastate railway rates for 
coal, although evidence showed that some 
tonnage would be diverted to other forms 
of transportation, because such increase 
was held to be within the discretion of 
railroad management unless and until 
the law of diminishing return becomes 
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peal in the United States Court of Ap- 
peals. This, said the commission, brought 
a substantial amount of uncertainty as to 
the quantity of gas the company might 
expect. 

Since a state commission is powerless 
to direct a pipeline company to provide 
an adequate supply, authorization to ex- 
tend service, it was held, should be de- 
nied until the applicant could show that 
it could adequately serve its certificated 
area and the territory proposed to be 
served. Re Central West Utility Co. 
Case No. 11898, April 9, 1952. 


: e 
Advantages of Uniform Telephone Rates Explained 


venting undue preference on the one 
hand or prejudice on the other. 

The commission indicated that one of 
the practical advantages of rate uni- 
formity was that undue complications in 
settlements for joint through toll or long- 
distance service would be avoided. Re 
Collection of Rates, Tolls, and Charges 
by Companies Rendering Intrastate Toll 
Service, No. 23,346, April 17, 1952. 


e 
Other Important Rulings 


operative as the result of the failure of 
management to take steps to meet com- 
petitive conditions. Re Increase in Rail- 
road Freight Rates in Missouri, Case 
No. 12,141, February 1, 1952. 


The Civil Aeronautics Board refused 
to accept an examiner’s recommendation 
regarding the removal of a restriction in 
an air carrier’s certificate where the 
notice of the proceeding did not indicate 
that the restriction would be one of the 
matters considered, since parties ad- 
versely affected by the ruling had not 
been given proper opportunity to pre- 
sent evidence on the question. Re West 
Coast Airlines, Docket No. 3966 et al. 
March 13, 1952. 


The Utah commission held that a pub- 
lic utility cannot, in the absence of con- 
tract, be compelled to continue to operate 
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at a loss. Re Central Utah Transp. Co. 
Case No. 3577, April 18, 1952. 


The supreme court of North Carolina 
reinstated a commission order denying a 
railroad’s application for authority to 
discontinue an agency station where the 
evidence supported the finding by the 
commission that a nonagency station 
would not satisfy the public need and 
that public convenience required the con- 
tinuance of an agency station. State ex 
rel. Utilities Commission v. Atlantic 


Coast Line R. Co. 69 SE2d 502. 


The Missouri commission held that 
the cost of maintaining flashing light sig- 
nals at a crossing should not be con- 
sidered in the allocation of expense to the 
respective parties because it is not pos- 
sible to estimate what the future annual 
maintenance expense would be for the 
life of the equipment. State Highway 
Commission v. Wabash R. Co. Case 
Nos. 12,197, 12,198, March 14, 1952. 


The Massachusetts Department of 
Public Utilities held that a railroad was 
not required to add another man to a 
switching crew because the addition 
would not make operations any safer 
where interlocking tower permission was 
required for movement, switches in- 
volved were time locked, an approaching 
train was thrice warned of movement by 
successive block signals, and automatic 
train stops along the main line had been 
installed. McIsaac v. Boston & Albany 
Railroad (New York C. R. Co. Lessee) 
DPU 9862, April 11, 1952. 


The Utah commission held that it has 
no authority to grant a motor carrier cer- 
tificate unless and until evidence is sub- 
mitted showing a proposed intrastate 
service, that public convenience and 
necessity require such service, and that 
existing transportation facilities are not 
sufficient to serve the public. Re De- 
livery Service Co., Inc., Case No. 2909- 
Sub 1, April 22, 1952. 
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ILLINOIS COMMERCE COMMISSION 





Illinois Commerce Commission 


v 


Iowa-Illinois Gas & Electric Company 


39639 
April 10, 1952 


I 


NVESTIGATION on motion of Commission as to rates for gas 
and electric service; temporary rate reduction ordered. 


Return, § 83 — Gas and electric company. 
1. A net income yielding a 6 per cent return on a test rate base of a gas and 
electric company was held to mark the top limit of the amount required for 
a reasonable return where the Commission found that net income resulted 
in a return of 8.341 per cent, p. 69. 


Rates, § 655 — Temporary reduction — Pending investigation. 


2. A temporary order reducing earnings of a gas and electric company is 
necessary and in the public interest when earnings produce a return of 
8.341 per cent on a test rate base while a return of 6 per cent is held to 
mark the top limit of the amount required; but, for the purpose of a 
temporary order, the Commission should require a reduction of only such 
an amount as is clearly warranted pending the completion of its investigation, 


p. 69. 


* 


By the Commission: Iowa-lIllinois 
Gas & Electric Company (hereinafter 
sometimes the “company” is a corpo- 
tation engaged in the business of ren- 
dering gas service and electric service 
to the public within the state of Illinois, 
and, as such, is a public utility subject 
to the jurisdiction of the Illinois Com- 
merce Commission (“Commission”). 
It appearing to the Commission from 
a review of the annual reports and the 
monthly reports submitted by the com- 
pany that the earnings of the company 
are excessive, the Commission by order 
entered on August 7, 1951, in Docket 
No. 39639, cited the company to ap- 


[5] 
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pear on September 25, 1951, and show 
whether the rates charged under its 
rate schedules on file with the Commis- 
sion are fair, just, reasonable, and non- 
discriminatory, and whether said rates 
do not return to the company a return 
in excess of a just and reasonable re- 
turn on the value of its property used 
and useful in rendering service to the 
public in the state of Illinois. 

By written motion filed on Septem- 
ber 21, 1951, and at the hearing on 
September 25, 1951, the company 
moved for a continuance of the pro- 
ceedings until March 25, 1952, on the 
ground that it would require not less 
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than six months from September 25, 
1951, to prepare the necessary data for 
presentation of evidence with respect to 
the issues in the cause. At the hear- 
ing on September 25th, counsel for 
the Commission requested that the 
company produce certain information 
and data including the original cost 
of the company’s property devoted to 
furnishing utility services, an income 
statement for a recent 12-month pe- 
riod, and balance sheets for the dates 
at the beginning and end of such pe- 
riod, which it was agreed could be 
produced at an early date and the mat- 
ter was continued to October 23, 1951, 
for the purpose of introducing such in- 
formation and data in the record. 

On October 22, 1951, the company 
furnished to the Commission a com- 
parative balance sheet for the twelve 
months ending July 31, 1950, and 
July 31, 1951; a statement of assets 
and liabilities related to the com- 
pany’s Illinois operations for the 
years ending July 31, 1950, and July 
31, 1951; an income statement for the 
company’s Illinois operations by util- 
ities for the twelve months ending 
July 31, 1951; an income statement 
for the entire company’s operations for 
the twelve months ending July 31, 
1951; and a summary of the original 
cost of the company’s utility plant used 
for Illinois operations and the com- 
pany as a whole, as of July 31, 1951. 
At the hearing on October 23, 1951, 
counsel for the Commission sought to 
have these data furnished by the com- 
pany introduced in the record. The 
company objected on the ground that 
it would be prejudicial to the company 
to have those data introduced in the 
record without necessary explanation 
which it would be unable to have avail- 
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able for some time and. renewed its 
motion that the matter be continued 
to March 25, 1952, which motion was 
taken under advisement. The matter 
was continued from time to time until 
March 6, 1952. 

Meanwhile, On October 8, 1951, in 
its Investigation Docket No. I-134, 
the Commission ordered its staff to 
make an investigation of the revenues, 
income, expenses, and original cost 
and value of the company’s property 
in Illinois and of the books, accounts, 
practices, operations, and rates of the 
company. 

Hearings were held on March 6th 
and 3lst and on April Ist and 2nd, 
in 1952, at the offices of the Commis- 
sion at Chicago, Illinois, before a duly 
authorized examiner. The record now 
consists of 564 pages of testimony and 
19 exhibits, 2 offered by the Commis- 
sion and 17 by the company. 

The record shows that the company 
furnishes gas and electric service in 
both the state of Iowa and the state 
of Illinois so that the development of 
operating and financial data with re- 
spect to its Illinois operations must 
necessarily involve allocations and ap- 
portionments. 

Commission Exhibit 1, prepared by 
Mr. Fred Kleinman, the Commission’s 
chief of finance and accounts on the 
basis of an examination of the com- 
pany’s books and records and using the 
company’s allocations, shows that the 
company’s test rate-making income 
(i. e. its net income after reasonable 
deductions for depreciation and other 
proper reserves) derived from its Il- 
linois operations during the twelve 
months ended December 31, 1951, 


amounted to $1,874,530 and that the | 


original cost test rate base (i. e. the 
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original cost of utility plant, whether 
or not used and useful, less reserve for 
depreciation and contributions for ex- 
tensions plus material and supplies) or 
value for rate-making purposes of its 
property devoted to its Illinois opera- 
tions, as of December 31, 1951, 
amounted to $22,474,082. Said ex- 
hibit further shows that the test rate- 
making income of the company from 
its Illinois operations in the twelve 
months ending December 31, 1951, 
amounted to a return of 8.341 per cent 
on the test rate base (value of property 
devoted to Illinois operations). 

Commission’s Exhibit 2 was also 
prepared by the Commission’s chief 
of finance and accounts. It shows the 
current rate of return for 9 major gas 
and electric companies in Illinois for 
the twelve months ended January 31, 
1952, computed on a uniform basis is 
as follows: 


Rate of return 


on test 
Company Rate base 
Iowa-Illinois Gas & Electric ..... 8.107% 


Central Illinois Electric & Gas ... 5.81 
Central Illinois Light ’ 


Central Illinois Public Service ... 6.168 
ND on ascncnaiccamees 5.295 
Public Service Co. of Northern 

ll RSAC ae a8 732 (B) 
Union Electric of Illinois ........ 4.405 
Commonwealth Edison Co. ...... 4.255 (B) 
Peoples Gas Light and Coke Co... 5.504 


(A) Not adjusted for effect of rate reduc- 
tion made during period. 

(B) Twelve months ending December 31, 
1951, latest available. 


Thus the record shows that on 
a comparable basis the company’s rate 
of return on the value of its property 
devoted to the public service in Illinois 
is higher than the rate of return of 
the other major gas and electric com- 
panies in Illinois by the following per- 
centages : 
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Percentage by 
which com- 
pany’s rate of 
return exceeds 
that of other 


Other Companies companies 
Central Illinois Light Co. .... 26.71% 
— Illinois Public Service 
SE a RE 31.44% 

Central Illinois Electric & Gas 
einen cake eokiin die 39.32% 

Peoples Gas Light and Coke 
a ae eee 47.29% 
Illinois Power Company ..... 53.11% 

Public Service Co. of North- 
— rae 71.32% 
Union Electric Co. of Illinois 84.04% 
Commonwealth Edison Co. .. 90.53% 


The record also shows that Central 
Illinois Light Co., the company earning 
the second highest rate of return of the 
companies listed above, agreed to a 
reduction in its gas and electric rates 
during the year 1951. Part of the dis- 
parity between the rate of return 
earned by Iowa-Illinois and earned by 
the other companies is accounted for 
by the fact that all of the companies 
except Iowa-IIlinois agreed to a volun- 
tary reduction in rates in 1946. 

Witness Kleinman further testified 
that the test rate-making income of the 
company for the year 1951 exceeded 
a return of 6 per cent on the test rate 
base for its property by $526,085, and 
that giving effect to the resulting re- 
duction in Federal income and excess 
profits taxes to reduce the company’s 
net income by $526,085 would require 
a reduction of somewhat in excess of 
$1,100,000 in the gas and electric 
rates of the company. 

Mr. Kleinman further testified that 
it would take the Commission’s staff 
more than four additional months and 
probably six months to complete its 
studies for the purpose of preparing 
data necessary to the final determina- 
tion of the issues in this case. 

On March 26, 1952, the company 
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was given due notice on the record that 
the Commission proposed to enter a 
temporary rate reduction order under 
§ 36 of the act. The matter was then 
continued to March 31, 1952, to enable 
the company to offer evidence on what 
it called its preliminary prima facie 
case to show that the Commission 
should not proceed with a temporary 
rate order under § 36. Hearings were 
held on March 31st and on April Ist 
and 2nd of 1952. 


Charles A. Bartlett, called as an ex- 
pert witness by the company, testi- 
fied that on the basis of a study of the 
company’s rates and the rates of the 
other major companies in Illinois made 
by him, it was his opinion that the 
company’s rates, taken as a whole, are 
among the lowest of all major com- 
panies in Illinois. The record shows 
that Mr. Bartlett’s study omitted rates 
accounting for 20 per cent of the com- 
pany’s revenues and omitted all resi- 
dential rates applicable to smaller 
towns and rural communities. The 
record also shows that in making his 
studies Mr. Bartlett took into consid- 
eration only the established rates of the 
various companies. He did not take 
into consideration any differences in 
the conditions under which the various 
companies whose rates he compared 
operate. He did not take into consid- 
eration the fact that the company gets 
a part of its current from hydroelec- 
tric plants; the various load conditions 
under which the various public util- 
ities whose rates he purported to use in 
his comparisons operate; the custom- 
ers’ saturation of these various com- 
panies ; the operating costs or the rel- 
ative efficiencies of the generating 
equipment of the various companies. 
In making his comparisons Mr. Bart- 
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lett applied rates of other Illinois oper- 
ating companies that he selected as 
comparable. He did not, however, 
take into account the proportion of the 
revenues of the various companies 
which were produced by their rates he 
selected for the purposes of making his 
comparisons or the comparability of 
those proportions with the proportions 
of the company’s revenues produced 
by its rates used in his study. 

The record also shows that the 
company’s residential urban electric 
rate selected by Mr. Bartlett for his 
comparison, which produces 23.9 per 
cent of the company’s revenues, is ap- 
proximately 14 per cent higher than 
the lowest rate for that class of cus- 
tomer among the utilities compared 
(i. e. the residential urban rate of 
Central Illinois Light Company). The 
rate charged commercial customers us- 
ing an average of 750 kilowatt hours 
per month produced 20.9 per cent of 
the company’s total revenues. The 
company’s rate for this class of serv- 
ice is between 45 per cent and 50 per 
cent higher than the rate of Central 
Illinois Light Company in Springfield 
for comparable type of service. The 
record further shows that the com- 
pany’s rate for general power cus- 
tomers, which produced 16.6 per cent 
of the company’s revenues, is the 
fourth highest of the nine rates com- 
pared, and is more than 34 per cent 
higher than the rate of Central Illinois 
Light Company for comparable serv- 
ice in Springfield. 

The company tendered two wit- 
nesses who are experts in the field of 
economics. They testified that there 
has been a general increase in the 
price level in the United States, partic- 
ularly over the last sixteen years ; that 
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there has been some decline or a level- 
ing off of the general price level at 
the present time; and that in their 
opinions the general price level will 
continue to rise. They also testified 
that the increase in prices in the last 
sixteen years had not been uniform 
for all commodities; that during that 
period the prices of some commod- 
ities, such as aluminum and electric 
power, had declined and that there 
had been sharp declines in the prices of 
some commodities in the last year. 
They further testified that interest rates 
had declined since 1920. The record 
shows that the weighted average of 
yields of newly issued bonds of light, 
power, and gas companies declined 
from more than 7 per cent in the early 
1920’s to 2.74 per cent in 1946, and 
have since risen to in excess of 3 per 
cent in 1951. The record also shows 
a parallel decline in the yields of new 
issues of preferred stocks of public util- 
ities ; i. e. from 7.5 per cent in the early 
1920’s to 3.63 per cent in 1946, and a 
subsequent rise to 4.23 per cent. 

[1, 2] From an examination of the 
annual and monthly reports and data 
filed by the company with the Com- 
mission, and the investigation of the 
company’s books and records by the 
Commission’s staff and the testimony 
based thereon in this record and from 
an examination of all the evidence in 
the record herein, the Commission is 
of the opinion and finds: 

(1) that Iowa-Illinois Gas and 
Electric Company (“TIowa-Illinois” or 
the “company”’) is a corporation en- 
gaged in the business of rendering gas 
and electric service to the public with- 
in the state of Illinois and is a public 
utility as defined in § 10-3 of an act 
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entitled “An act concerning public 
utilities,” as amended; 

(2) that the Commission has ju- 
risdiction of the parties to this pro- 
ceeding and of the subject matter in- 
volved herein: 

(3) that the statements of fact set 
forth in the above recitals are sup- 
ported by the evidence and are hereby 
adopted as findings of fact; 

(4) that for the most recent twelve- 
month period for which figures are 
available in the record, the rate of re- 
turn of Iowa-Illinois and the eight 
other major gas and electric companies 
in Illinois, computed on a uniform 
basis with such adjustments as are 
necessary to make the results com- 
parable, and the percentage by which 
Iowa-Illinois’ rate of return exceeds 
that of the other companies is as fol- 
lows: [See table on page 70.] 

(5) that part of the disparity be- 
tween the rate of return earned by the 
Iowa-Illinois and the rate of return 
earned by the other major companies 
on a comparable basis is accounted 
for by the fact that all of the com- 
panies, other than the Iowa-Illinois, 
agreed to a voluntary reduction in 
rates in 1946; 

(6) that Central Illinois Light 
Company, a company earning the sec- 
ond highest rate of return of those 
shown in finding (4) above, agreed to 
a reduction in its gas and electric rates 
in 1951; 

(7) that the net income derived by 
Iowa-Illinois from its operations in the 
state of Illinois for the twelve months 
ended December 31, 1951, on the basis 
of Iowa-Illinois’ allocations and after 
reasonable deductions for depreciation 
and other proper reserves amounted to 
$1,874,530; 
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Name of Company 


Iowa-Illinois Gas & Electric Co. ............. 
Central Illinois Light Co. .................0.: 
Central Illinois Public Service Co. .................... 
Central Illinois Electric & Gas Co. ........... 
> er ee rere 
Illinois Power Company ..................... 
Public Service Co. of Northern Ill. .......... 


Union Electric Co. of Illinois 
Commonwealth Edison Co. 


Percentage by 


Rate of which Ia-IIl.’s 
return on rate of return 
comparable exceeds that 
test rate of other 
base companies 
awk cietbioas 8.107% 
phacwebecns 6.398 (A) 26.71% 
6.168 31.44 
Sepeny ae 5.819 39.32 
5.504 47.29 
= dl 5.295 53.11 
ere: 4.732 (B) 71.32 
eetaa’ 4.405 84.04 
hn ater 4.255 (B) 90.53 


(A) Not adjusted for effect of rate reduction made during period. 
(B) Twelve months ending December 31, 1951, latest available data (the rate of return for 
the other companies are for 12 months ended January 31, 1952.) 


(8) that the rates of return for all 
the companies shown in finding (4) 
above are computed on the basis of a 
uniform test rate base derived in each 
instance from the original cost of the 
utility plant, whether or not used or 
useful, less reserves for depreciation 
and contributions for extensions, plus 
material and supplies ; 

(9) that the test rate base for lowa- 
Illinois property used to provide gas 
and electric service in Illinois, as of 
December 31, 1951, amounted to 
$22,474,082 ; 

(10) that Iowa-Illinois’ net income 
from its Illinois operations for the 
twelve months ended December 31, 
1951, as set forth in finding (7) above, 
resulted in a return of 8.341 per cent 
on the test rate base set forth in finding 
(9) above; 

(11) that a net income yielding a 
6 per cent rate of return on the test 
rate base described and mentioned in 
findings (8), (9), and (10) above 
marks the top limit of the amount re- 
quired for a reasonable return on the 
value of the property of a public util- 
ity, used or useful, in furnishing gas 
and electric service to the public in 
Illinois ; 
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(12) that the earnings of the com- 
pany are so excessive that a temporary 
order reducing the earnings of Iowa- 
Illinois from Illinois operations is nec- 
essary and in the public interest, but 
that for the purpose of a temporary 
order the Commission should require 
a reduction of only such an amount as 
is clearly warranted pending the com- 
pletion of its investigation ; 

(13) that the net income of Iowa- 
Illinois derived from its Illinois op- 
erations for the twelve months ended 
December 31, 1951, is in excess of the 
amount required for a reasonable re- 
turn on the value of its property used 
and useful in rendering service to the 
public in Illinois as of December 31, 
1951, by at least $250,000 ; 

(14) that under the present Federal 
income tax rates applicable. to Iowa- 
Illinois, a reduction of approximately 
$520,000 in the gross annual revenues 
of the company would be required in 
order to reduce the net income of the 
company by $250,000; and 

(15) that a hearing to determine all 
of the issues involved in a final deter- 
mination of the rates of Iowa-IIlinois 
in this cause, and primarily the review 
of the evidence dealing with “fair value 
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of the property” and “fair return,” will 
require more than 120 days of elapsed 
time from the date of this order. 

It is therefore ordered by the Illinois 
Commerce Commission that Iowa-Il- 
linois Gas and Electric Company shall 
within ten days from the date of serv- 
ice of this order file modified schedules 
of rates for gas and electric service 
which, when made effective, will pro- 
duce a reduction in gross operating 
revenues from both gas and electric 
service of approximately $520,000 per 
year. 

It is further ordered that such new 
schedules to be filed, as hereinabove 
ordered, shall supersede the company’s 
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existing rate schedules on June 1, 
1952, and shall be in force and effect 
in respect to all meter readings taken 
on and after June 1, 1952, and shall 
continue in effect for a period of nine 
months after June 1, 1952, or until the 
further order of this Commission. 

It is further ordered that the effec- 
tive date of this order be, and the same 
is, the date of service of a copy thereof 
on the company. 

It is further ordered that pending the 
completion of its investigation, the 
Commission retains jurisdiction of 
the subject matter and of the parties 
for the purpose of issuing such further 
order or orders as it may deem meet. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Frontier Airlines, Incorporated 


Application No. 11488, Decision No. 38235 
March 6, 1952 


PPLICATION by airline corporation for authority to suspend 
d \ service to community; granted. 


Service, § 251.1 — Suspension of service by air carrier — Authority of state Com- 
mission — Conflict with Federal agency. 

The state Commission authorized an intrastate air carrier to suspend service 
to an airport where the Civil Aeronautics Board had issued a service suspen- 
sion order as to interstate flights, since any other action by the state Com- 
mission would place the carrier in the difficult position of either violating the 
order of the Civil Aeronautics Board or the order of the Commission each 
time a flight was made over the route in question. 


APPEARANCES: S. Arthur Henry, 
Denver, for Frontier Airlines, Inc. ; 
Gordon H. Rowe, Jr., Monte Vista, 
for city of Monte Vista and Monte 
Vista Commercial Club; Willard F. 
Bridgeman, Denver, for the Public 
Utilities Commission of the state of 





Colorado; Richard L. Bloss, Jr., Del 
Norte, for Town of Del Norte; Moses 
and DeSouchet, Alamosa, for city of 
Alamosa, Alamosa county, and Ala- 
mosa Chamber of Commerce; George 
E. Fowler, Monte Vista, for San Luis 
Valley Project, U. S. Bureau of Rec- 
93 PUR NS 














COLORADO PUBLIC UTILITIES COMMISSION 


lamation; Willis H. Fassett, Jr., 
Monte Vista, for Monte Vista Com- 
mercial Club; George M. Corlett, 
Monte Vista, pro se. 


By the Commission: By Decision 
No. 27660, of date February 26, 1947, 
Monarch Airlines, Inc., Denver, Col- 
orado, was granted a certificate of 
public convenience and necessity to op- 
erate as a scheduled common carrier 
by airplane in intrastate and inter- 
state commerce, for the transportation 
of “passengers, mail, and express with- 
in the state of Colorado over various 
routes, including (e) Between the ter- 
minal point Denver, Colorado, the in- 
termediate points Colorado Springs, 
Pueblo, Canon City, Alamosa-Monte 
Vista, and Durango, and the terminal 
point Cortez, Colorado.” 


The operating rights referred to 
were assigned to Frontier Airlines, 
Inc., hereinafter called “Frontier,” by 
Decision No. 35844, of date February 
2, 1951. 

Frontier holds a similar certificate 
issued by the Civil Aeronautics Board. 

By the instant application, filed Oc- 
tober 30, 1951, Frontier represented 
that the point designated in the certifi- 
cates as ‘““Alamosa-Monte Vista” was 
being served by stops at both the 
Monte Vista Airport and at the Ala- 
mosa Airport, but that by order of the 
Civil Aeronautics Board, entered Sep- 
tember 14, 1951, in Docket No. 4340, 
et al., designated as the Frontier Re- 
newal Case,” the said Board had or- 
dered that, effective as of November 
13, 1951, Frontier eliminate service at 
the point carrying the dual designa- 
tion of “‘Alamosa-Monte Vista,” Col- 
orado, and that thereafter said point 
so designated should be served through 
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a single airport. Applicant alleged 
that it had elected that such service 
through a single airport should be ac- 
complished by service at the Alamosa 
Airport, rather than at the Monte 
Vista Airport, the carrier having been 
given the option of selecting such point 
by the Civil Aeronautics Board. Ap- 
plicant requested that it be authorized, 
effective November 13, 1951, to con- 
tinue service at the point designated 
as “Alamosa-Monte Vista” through 
service at a single airport at Alamosa, 
and that if hearing on the application 
was necessary and the same could not 
be heard prior to November 13, 1951, 
temporary suspension should be au- 
thorized, effective November 13, 1951, 
pending final disposition of the appli- 
cation. 

By Decision No. 37678, of date No- 
vember 6, 1951, the Commission found 
that because of the congested condition 
of the hearing docket, it would be im- 
possible to set and hear and dispose 
of the application prior to November 
13, 1951, and that if temporary sus- 
pension should not be authorized, 
Frontier would be in the difficult posi- 
tion of being subject to an order of 
the Civil Aeronautics Board requiring 
service at the point designated in the 
certificates as ‘““Alamosa-Monte Vista” 
through a single airport, without au- 
thorization for compliance therewith 
from this Commission. By- said deci- 
sion, Frontier was authorized to tem- 
porarily suspend service at Monte Vis- 
ta, effective as of November 13, 1951, 
pending final disposition of the appli- 
cation. 

By motion filed November 13, 1951, 
the city of Monte Vista, Colorado, and 
the Monte Vista Commercial Club, 
asked for a stay of execution of said 
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Decision No. 37678 until such time as 
a full and proper hearing could be 
held, with notice to all parties con- 
cerned, and by Decision No. 37738, 
of the same date, the Commission 
granted the motion and canceled and 
revoked that portion of said Decision 
No. 37678 authorizing temporary sus- 
pension of service at Monte Vista, Col- 
orado. 

Protest was also filed to the perma- 
nent suspension of service at Monte 
Vista, and request for hearing there- 
on was made. 

On November 20, 1951, Frontier 
filed a supplement to the instant appli- 
cation, advising that it had applied 
for reconsideration of the order of the 
Civil Aeronautics Board requiring sus- 
pension of service as of November 13, 
1951; that the petition for reconsid- 
eration had been denied, but by order 
of date November 13, 1951, said 
Board had entered a further order, 
granting exemption from compliance 
with the requirement of suspension of 
service at Monte Vista for a further 
period of thirty days, or until Decem- 
ber 13, 1951. Applicant requested au- 
thority to permanently discontinue 
service at Monte Vista, effective De- 
cember 13, 1951. 

Hearing upon the application and 
supplement thereto was set at the 
Orange Room of the El Monte Hotel, 
Monte Vista, Colorado, for December 
4, 1951, and after due notice to all 
parties in interest, was there held, and 
the matter taken under advisement. 

At the hearing in Monte Vista, ex- 
tensive testimony was given by Fron- 
tier and protestants. The evidence has 
been carefully considered by the Com- 
mission, but it is not deemed neces- 


sary to discuss it in detail in this de- 
cision. 

It appears from the records and 
files and the evidence given at the 
hearing that for some time prior to the 
original order of the Civil Aeronau- 
tics Board requiring suspension of 
service at Monte Vista, negotiations 
had been pending between the parties 
interested for the establishment of a 
new single airport to be located ap- 
proximately midway between Alamosa 
and Monte Vista, to be used in lieu of 
the airports at the two cities. At the 
time of the original order for sus- 
pension, Frontier had pending before 
the Board a request for allowance of 
additional time in which to try to pro- 
cure an agreement between the two 
cities as to the location and establish- 
ment of this mid-way airport, but at 
that time, the possibility of such 
an agreement appeared remote. Sub- 
sequent to the entry of the order 
by said Board on September 14, 
1951, directing suspension of serv- 
ice as of November 13, 1951, 
Frontier had filed a petition for 
reconsideration, which was denied by 
the Board on November 9, 1951, the 
Board stating: “The likelihood of a 
reasonable prompt consummation of 
an agreement between the cities and 
the immediate construction of the joint 
airport appears to be remote.” Fur- 
ther: “In view of the proximity of 
the two cities, and the fact that no 
local traffic is carried between them, it 
would appear that there would not be 
an appreciable loss of traffic to air 
transportation if they were served in 
accordance with the certificate as re- 
newed.” 


The order required selection by the 
carrier of the airport to be served, and 
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Frontier elected to perform the service 
through the Alamosa Airport. 

The matter had been pending before 
the Board for a long period of time. 
In its Order No. E-3914, of date 
December 17, 1950, the Board said: 
“Alamosa and Monte Vista are only 
22 miles apart, and Alamosa Airport 
is located 2 miles from that city, and 
19 miles from Monte Vista, while the 
Monte Vista Airport is 3 miles from 
that city, and 20 miles from Alamosa. 
Under these circumstances, it seems 
that service to both airports is unwar- 
ranted and results in unnecessary ex- 
pense. We believe that the certificate 
for Route No. 73 should be appropri- 
ately amended so as to obviate the pres- 
ent uneconomic practice.” 

In the report of the examiner in the 
“Frontier Renewal Case,’’ it was rec- 
ommended that Frontier’s temporary 
certificate of public convenience and 
necessity be renewed for three years, or 
until March 31, 1953. The report 
stated : 

“As originally certificated, Alamosa 
and Monte Vista were designated as 
a hyphenated point on Segment 5 of 
Route 73. So designated, it was con- 
templated that the two points should 
be served through a single airport.” 

“Tn view of the savings to Frontier, 
and in turn the government, and the 
fact that either Alamosa or Monte Vis- 
ta would have air service available 
within approximately 20 miles, in the 
event it is not served, it is recom- 
mended that those points be served 
through one airport, as originally in- 
tended by the Board.” 

In Order E-5702, of date Septem- 
ber 14, 1951, the Board accepted the 
recommendation of the examiner, and 
Frontier was directed to serve the in- 
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termediate point Alamosa-Monte Vista 
through a single airport. 

In Order E—5847, of date Novem- 
ber 9, 1951, discussing the petition of 
Frontier for reconsideration, the 
Board held: “There appears to be 
no reason therefore why Alamosa and 
Monte Vista should not continue to be 
identified as ‘Alamosa-Monte Vista,’ 
and served through one airport to be 
selected by the carrier.” 

On December 10, 1951, by Order 
E-5940, being subsequent to the hear- 
ing herein, the Board, on its own in- 
itiative, extended the exemption from 
suspension to February 11, 1952. Be- 
ing advised of this order, the Commis- 
sion delayed its decision on the instant 
application, to await further action by 
the Board. 

On January 30, 1952, the Board 
advised Frontier: “. Since the 
60-day period is about to expire, the 
3oard has given further consideration 
to this entire matter, and has conclud- 
ed that it does not intend to grant any 
further extensions of the exemption. 
When the exemption expires, on Feb- 
ruary 11, 1952, some five months will 
have elapsed since the Board’s original 
decision to require service through a 
single airport. The Board feels that 
it has afforded all interested parties 
more than ample time in which to 
compose their differences and reach a 
mutually satisfactory arrangement, and 
that regardless of whether any agree- 
ment is reached, the Board’s decision 
to require service through: a single 
airport should be effectuated. Accord- 
ingly, this is to advise you that on and 
after February 12, 1952, Frontier will 
be expected to provide service to 
Alamosa-Monte Vista, Colorado, 
through a single airport.” 
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We are here confronted with a con- 
flict in jurisdiction. The Civil Aero- 
nautics Board has jurisdiction over the 
interstate operations of [J rontier, 
while this Commission has jurisdiction 
over its intrastate operations. The 
Board evidently intended, when the 
temporary certificate was originally is- 
sued to Monarch (now Frontier ), that 
the point ‘Alamosa-Monte Vista” 
should be served through a single air- 
port, and has consistently so held in all 
of its subsequent orders. The service 
to both airports by Frontier has been 
through sufferance, and not through 
specific authority, and the Board has 
now finally determined the matter and 
required Frontier to provide service to 
Alamosa-Monte Vista through a single 
airport on and after February 12, 
1952. 

If such service, and the discon- 
tinuance of service at Monte Vista is 
not recognized by this Commission, 
and this Commission should order a 
continuance of service at Monte Vista, 
Frontier would be placed in the dif- 
ficult position of either violating the 
order of the Civil Aeronautics Board or 
the order of this Commission. Should 
it violate the order of the Board, it 
would risk loss or revocation of its 
temporary certificate of public conven- 
ience and necessity recently amended 
and renewed by said Board, and the 
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loss ot Federal payments or subsidy, 
which, in practical effect, would mean 
that Frontier could no longer continue 
to operate. Although this Commission 
may be somewhat jealous of its ju- 
risdiction, it does not feel that it should 
adopt a ‘dog in the manger” attitude 
and endanger the operations of an 
airline that furnishes important service 
to the state of Colorado. 

We can only suggest that the only 
relief for protestants is a possible hear- 
ing before the Civil Aeronautics Board 
itself. 

The Commission finds: That pub- 
lic convenience and necessity require 
that Frontier Airlines, Inc., Denver, 
Colorado, be authorized to suspend 
service to the Monte Vista Airport, 
order to be entered nunc pro tunc, as 
of February 12, 1952. 


ORDER 


The Commission orders: That 
Frontier Airlines, Inc., Denver, Col- 
orado, should be, and it is hereby, 
authorized to suspend service to the 
Monte Vista, Colorado Airport, effec- 
tive nunc pro tunc, as of February 12, 
1952. 

The Commission retains jurisdic- 
tion in the premises to the end that 
any further order, or orders, shall is- 
sue as may be deemed necessary. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Niagara Mohawk Power Corporation 


Case 15578 
February 13, 1952 


ROCEEDING on motion of Commission to investigate adequacy 
P.; provision by gas utility for conversion of appliances for use 
of natural gas; responsibility for cost of installation of safety 

devices determined and reports required. 


Service, § 333 — Gas — Cost of safety device — Appliances. 
A gas utility, converting customers’ appliances from artificial to natural gas, 
is not required to bear the cost of installing safety devices on “Sav-U-Time” 
water heaters—a device for remote control, with a pilot light which may go 
out—it appearing that the danger of explosion when the pilot light is out 
existed with the use of manufactured gas as it exists with natural gas and 
that conversion to natural gas had nothing to do with the safety or lack of 


safety of the “Sav-U-Time.” 


Service, § 69 — Powers of Commission — Customers’ gas appliances. 
Statement that the New York Commission has no statutory authority over 
customers’ appliances to the extent that the Commission may prohibit a 
customer from using any particular type of gas appliance, or in the converse, 
requiring him to use certain specified types, but that, having control over 
the safety of the company’s system, the Commission can prohibit the company 
from serving a customer under such circumstances as would manifestly 


constitute unsafe service, p. 79. 


APPEARANCES: Lawrence E. 
Walsh, Counsel (by Samuel R. Madi- 
son, Principal Attorney), for the Pub- 
lic Service Commission; Lauman 
Martin, General Counsel, West Syra- 
cuse, New York, for Niagara Mohawk 
Power Corporation; Albert J. Dana- 
her, Attorney, Albany, for Niagara 
Mohawk Power Corporation; Joseph 
S. Kleinberg, Engineer, Gas Distribut- 
ing Department, Rochester, for Roch- 
ester Gas and Electric Corporation; 
Abraham Stracher, Albany; Mrs. G. 
W. Binley, Albany; Mrs. G. William 
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Noeckel, Albany; Robert W. Kahn, 
Albany. 


Eppy, Commissioner: This pro- 
ceeding has to do with the adequacy 
of the steps taken by Niagara Mohawk 
to convert the appliances of its cus- 
tomers in its eastern district from 
manufactured gas to natural gas. The 
principal question raised on the hear- 
ing is whether the company or the 
customer should bear the cost of pro- 
viding certain safety devices for a cer- 
tain type of gas water heater control 
whose trade name is “Sav-U-Time.” 
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There are about one thousand such 
appliances in the eastern district, of 
which most are located in the city of 
Albany. 

In Case 14927 this Commission ap- 
proved the use of natural gas in the 
eastern district of the company’s terri- 
tory for reasons stated in that opin- 
ion. These were chiefly the expecta- 
tion of the immediate reduction in 
customers’ bills, the removal of exist- 
ing restrictions as to house heating, 
and the obviating of very large capital 
expenditures for the construction of 
new gas plant. 

Because of the different heat content 
and the different burning characteris- 
tics of natural gas from the 537 Btu 
of manufactured gas used in this area, 
it was necessary to make adjustments 
in the appliances of all customers pres- 
ently using gas. The company en- 
gaged for this purpose Conversions 
and Surveys, Inc., a subsidiary of 
Stone & Webster, who have made con- 
versions in many of the large cities in 
the northeastern part of this country 
from as far west as St. Louis, Mis- 
souri, and as far south as Baltimore 
and Washington, D. C. 

There was prepared for each of the 
men engaged in this work a set of in- 
structions, which set up certain stand- 
ards of safety for appliances connected 
to the company’s gas system. Where 
the appliance was found not to meet 
the safety standards, the appliance was 
changed so that it could use natural 
gas but the supply of gas was not 
turned on at the appliance, and an 
orange tag was attached to the appli- 
ance indicating that it was not safe 
for use and, in general, indicating the 
fault which existed. In many cases the 
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householder was verbally informed by 
the men making the conversion. 

The conversion generally was ac- 
complished in two steps, the first being 
an enlargement of the port holes 
through which the gas flows. The sec- 
ond step consists in changing the ori- 
fice to a suitable size and adjusting the 
air shutter. However, in the city of 
Albany about 25,000 of the customers 
had their appliances converted all at 
one time rather than in two steps 
which occurred elsewhere. In the 
areas where the 2-step conversion took 
place where a tag had been placed on 
an appliance, a post card was sent to 
the customer reminding him that the 
appliance had been so tagged. Inci- 
dentally, the company’s policy for a 
number of years has been to place a 
red tag upon appliances which, in its 
opinion, were not altogether safe. The 
company made no periodic inspection 
of these appliances and its tags were 
placed only when something brought 
this to the company’s attention, Out 
of about 300,000 appliances approxi- 
mately 5,000 for one reason or another 
were so marked in the course of the 
conversion. The company in many 
cases made minor repairs to gas heat- 
ing appliances and those appliances 
were not tagged. 

The Sav-U-Time device for hot 
water heaters, which is the real basis 
of controversy here, is a remote control 
with a pilot light for lighting or shut- 
ting off a side arm water heater. There 
is a control button operated electrically 
which the user of the appliance may 
press. This turns on the gas and 
another button turns it off when the 
user of the appliance has obtained hot 
water. It also has provision for shut- 
ting off the main flow of gas when the 
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water in the boiler reaches a predeter- 
mined temperature. This device has 
been sold generally in the Albany area 
and, in the case of at least one custom- 
er, has been in use twenty-five years. 

There is no evidence of any accident 

or explosion caused by any of these 
installations in Albany, or as far as 
that is concerned, elsewhere. It is 
testified, however, that without an 
automatic safety shut-off that the de- 
vice may be potentially dangerous. 
The danger is that if the on-button is 
pushed when the pilot light is out due 
to any cause, unlighted gas flows from 
the burner. If this flow continues, and 
the heater is not properly vented, or 
the vent becomes clogged, or inoper- 
ative due to down draught caused by 
wind conditions, raw gas may accumu- 
late in the cellar or wherever the 
water heater is located, and become a 
potential cause of explosion. Any dan- 
ger is greatly minimized providing the 
water heater is provided with an ade- 
quate vent to carry off any waste gas. 
Such a vent, however, may become 
clogged or may not be effective due to 
wind conditions. 

The company which manufactures 
the Sav-U-Time device also produces 
a supplemental control, costing $15, to 
add thereto which is designed to pre- 
vent the flow of gas to the water heater 
if the pilot light is not burning. This 
is designed to prevent any potential 
accumulation of gas and would thereby 
prevent any possibility of an explosion. 

The American Gas Association Lab- 
oratories have certain standards of 
safety in regard to gas appliances. 
These standards have been amended 
effective January 1, 1952, so that the 
laboratories will not approve as safe 
any automatic gas device which is not 
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equipped with a complete shut-off in- 
cluding the flow of gas to the pilot. 
The Sav-U-Time device with safety 
pilot attached does not comply with 
this requirement because although the 
main flow of gas would be shut off if 
the pilot light was not burning, the 
flow of gas through the pilot would 
not. 

The American Gas Association Lab- 
oratories, while recognized as experts 
in their field, have of course no con- 
trol over the sale or installation of gas 
appliances; and in the absence of lo- 
cal building codes, there is no illegal- 
ity in the installation of an automatic 
device without a safety valve. There 
is nothing in the building code of the 
city of Albany which prevents the 
installation of a Sav-U-Time device 
without an automatic safety cut-off or 
that would require its installation in 
present appliances. One of the users 
of this device testified as to his man- 
ner of use. After pressing the button, 
if he did not obtain hot water shortly, 
he knew the pilot light was off and 
immediately cut off the gas. Operated 
under such conditions, it is clear that 
a safety cut-off might not be required. 
For someone not familiar with the 
device or a child, in the event that the 
gas was not turned off or there was 
not a proper vent, the possibility of an 
escape of gas with the danger of ex- 
plosion could be present. 

The evidence shows that a high pro- 
portion of the customers have ordered 
the installation of the safety cut-off 
at a cost of $15 for such valve. There 
are two points of view current among 
certain of the customers which should 
be mentioned : 

First, that the company should pay 
for the installation of the safety de- 
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vice. They feel that they have em- 
ployed reputable plumbing contrac- 
tors to install their present water 
heaters which appeared to be safe 
when manufactured gas was used and, 
second, because of the conversion to 
natural gas, they feel either as a right 
or as a matter of good public relations 
(since the company has profited by 
conversion) that the company should 
pay the cost. 

There is a further view held by some 
of the customers that because the com- 
pany has designated the appliance un- 
safe, it is so inherently dangerous 
that they have not been and are not 
now using their water heaters. 

It was testified that it was the policy 
of the company, where any doubt 
existed as to the safety of any appli- 
ance, to mark it with a tag. The com- 
pany, having called the attention of 
the customer to the character of the 
appliance, has not, however, refused 
to furnish service to the customer 
where the customer continued to use 
the appliance. 


Discussion 

The Sav-U-Time device operates by 
remote control. If the pilot light on 
the water heater has for any reason 
been extinguished and the water heat- 
er is not properly vented, it is possible 
for gas to escape into the area where 
the heater is located. Any such es- 
cape of gas from any cause whatsoever 
always carries with it the potentiality 
of explosion. However, if the device 
is operated by a person familiar with 
it and no hot water is obtained, there 
is a warning that the pilot light has 
become extinguished. This type of 
water heater has been in use for many 
years, and there is no evidence before 
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this Commission that its use has re- 


sulted in an explosion. There is no 
question, however, but what the device 
would be much safer, particularly in 
those cases where the vent to the water 
heater was not proper or the device 
was operated by a young child or a 
person not familiar with it, if there 
was an automatic cut-off attached 
which would turn off the gas in the 
event it did not ignite. 

We have no statutory authority over 
customers’ appliances to the extent that 
we may prohibit a customer from us- 
ing any particular type of gas appli- 
ance, or in the converse, requiring him 
to use certain specified types, but hav- 
ing control over the safety of the com- 
pany’s system, we can prohibit the 
company from serving a customer un- 
der such circumstances as would mani- 
festly constitute unsafe service. Such 
a course is not urged upon us here, 
however, and the record before us 
would not support it. In the case be- 
fore us the company has not refused to 
continue to furnish gas where the Sav- 
U-Time appliance is installed, nor has 
it required as a condition of service 
that a shut-off valve be attached. If 
it had concluded that such action was 
needed and had exercised the power 
reserved to it under its tariff to dis- 
continue service whenever a customer 
failed to maintain his equipment in a 
safe and adequate condition, then fur- 
ther consideration of this question 
would be necessary. 

We come now to the question which 
is immediately before us. As a condi- 
tion of permitting the company to 
change from manufactured to natural 
gas, the company is required to convert 
the customers’ appliances so that nat- 
ural gas can be used instead of manu- 
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factured gas both efficiently and safe- 
ly. The testimony upon this subject 
is, however, that the same danger ex- 
isted with the use of manufactured gas 
as now exists with natural gas, and 
that the conversion to natural gas had 
nothing to do with the safety or lack 
of safety of the Sav-U-Time device. 
This seems undisputed except that one 
of the customers complained that the 
pilot light now went out more fre- 
quently than it did with manufactured 
gas. The testimony by the company’s 
expert is to the effect that this is occa- 
sioned by a failure to adequately con- 
vert the appliance and not because of 
any different quality in the use of 
natural gas. 

We must conclude whatever the 
merits or demerits of the Sav-U-Time 
device that the introduction of natural 
gas has not changed the fundamental 
conditions, and that the device was 
just as safe or unsafe before conver- 
sion as it is presently. We think that 
it is a desirable precaution in using 
any automatic gas device to have a 
safety control which will prevent the 
escape of gas when there is no combus- 
tion, and we think that the company’s 
actions in informing its customers that 
there was potential danger in any auto- 


matic device not having such a safety 
feature was entirely proper, as far as 
it goes. We think, however, the com- 
pany failed to adequately advise its 
customers as to the reasons for mark- 
ing certain devices unsafe and in large 
part it is responsible for the miscon- 
ception that its customers have, and 
particularly the belief which some of 
them have, that it was occasioned by 
the introduction of natural gas. 


Conclusion and Recommendation 

We feel that the company has no 
legal responsibility for the payment 
of the cost of installation of any addi- 
tional safety device on Sav-U-Time 
water heaters. It is apparent that in 
some cases customers’ appliances have, 
particularly where pilot lights are 
used, not been satisfactorily adjusted. 
The company, therefore, should be di- 
rected to report at least every thirty 
days for the next three months the 
number of gas conversion complaints 
received in its eastern division, and 
the number of such complaints not 
satisfactorily adjusted at the end of 
the reporting period. The report shall 
be subdivided by operating districts, 
and the major classes of complaint 
therein. 
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TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Inter-Mountain Telephone 


Company, Incorporated 


Docket No. U-3222 
March 17, 1952 


P ETITION by telephone company for authority to increase intra- 


state rates; approved. 


Expenses, § 114 — Income tax increases. 


1. The Commission has no alternative but to pass income tax increases on 
to the customers of a utility which is not earning a reasonable return, p. 84. 


Return, § 111 — Telephone company. 


2. A return of approximately 6 per cent was considered fair and reasonable 


for a telephone company, p. 87. 


Return, § 24 — Attraction of capital — Telephone company. 
3. Rates were approved, for a telephone company, which were the minimum 
necessary to enable the company to earn enough to pay taxes and operating 
costs and to have earnings sufficient to attract the large amount of capital 
necessary to continue its expansion program and to make needed improve- 
ments to existing plant and facilities, p. 87. 


By the Commission: This matter 
came on to be heard before the Rail- 
road and Public Utilities Commission 
of the state of Tennessee, upon the pe- 
tition of Inter-Mountain Telephone 
Company, Inc. for the approval of the 
Commission of certain increases in 
rates and charges for intrastate tele- 
phone service. 

After a full and complete investiga- 
tion of the entire matter, including a 
study of the original petition and ex- 
hibits filed therewith, a hearing held at 
Johnson City, Tennessee, in the area 
served by the company, after notice to 
all interested parties, a hearing held at 
the Commission’s office in Nashville, 
Tennessee, the testimony of expert 
witnesses and of certain subscribers 


[6] 


on the Blountville exchange served by 
the company, and after consideration 
of the records in previous cases, in- 
cluding that in Docket No. U-3120 
(the last previous case involving an 
increase in the company’s intrastate 
rates and charges), and after a com- 
plete and detailed study of the entire 
record made in this docket, the Com- 
mission is of the opinion and finds as 
follows: 


The Company's Petition and Request 


The Company alleges that because 
of changed conditions the rates as 
fixed by this Commission’s order 
dated February 16, 1951, in Docket 
No. U-3120 have produced an inade- 
quate return, that the return under 
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actual operations amounts to 4.56 per 
cent, and the retroactive effect of the 
increase in Federal corporate income 
taxes, which was applicable to the 
year 1951, has reduced this rate of re- 
turn to 4.26 per cent on an annual 
basis, and will be further reduced by a 
substantial wage increase which the 
company must grant; that because of 
changed conditions and circumstances, 
the company’s rates do not provide 
sufficient revenue to enable the com- 
pany to pay its operating costs, taxes, 
and other expenses, and to earn a rea- 
sonable return on the fair value of its 
property used and useful in Tennessee 
on its intrastate operations. 

The principal changes in conditions 
upon which the company relies are: 

(1) Substantially increased taxes: 

(a) 1951 Amendment to Tennessee 
franchise and excise tax, the effect of 
which was to increase substantially 
the company’s tax bill; 

(b) Increased ad valorem taxes due 
to increased assessment ; 

(c) Increase in Federal corporate 
income tax rate from 47 per cent to 
52 per cent. 

The company asserts that the total 
effect of these tax increases is to in- 
crease the company’s tax bill by more 
than $100,000 per year. 

(2) Cost of material and supplies: 
The company alleges that the costs of 
materials and supplies have substan- 
tially increased since the Commission’s 
order fixing the present rates and that 
this increase in the costs of materials 
and supplies is as much as 38.1 per 
cent on various items, with an esti- 
mated over-all increase of 17 per cent; 
and that inflation and taxes have so 
greatly increased the company’s cost 


93 PUR NS 82 


that successful operation is impossible 
without an offsetting increase in rates. 

(3) It further alleges that it is nec- 
essary for it to grant substantial in- 
creases in wages to its employees in 
order to compensate the employees 
fairly and so as to retain them and 
attract other employees, since it oper- 
ates in a highly competitive labor 
market and is losing employees to 
other companies and industries which 
pay higher wages. 

(4) The company avers in its peti- 
tion that increases in operating costs 
are not peculiar to this company, but 
are those being experienced by other 
similar companies, and by the govern- 
ment itself; that the increase in its 
operating costs and consequent decline 
in its net revenue are largely due to 
circumstances over which the com- 
pany has no control; and that the total 
effect of these increases in costs are 
such that the company’s revenue is, 
and will continue to be, inadequate to 
meet its cost of operations, to pay 
taxes and to earn a reasonable return 
on the fair value of its property in 
Tennessee used and useful in its intra- 
state operation. 


It alleges that it is operating eff- 
ciently, employs competent personnel, 
and provides good service, and that the 
rate increases requested are necessary. 

The company further alleges that 
because of the rapid growth and devel- 
opment of the section in which it oper- 
ates, the size of each exchange which 
it serves has increased rapidly; that 
the operating costs for each telephone 
increase as the size of the exchange is 
increased ; and that each exchange has 
doubled in size since 1940, and that 
several exchanges have grown to more 
than three times their 1940 size. 
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The company seeks to show that it 
is expending money at the rate of 
approximately $175,000 per month for 
expansion and improvement; that it 
has about reached the limit of its short- 
term borrowing and must refinance its 
short-term borrowings on a perma- 
nent basis. It avers that because of 
the demand on it, it must raise approx- 
imately $2,000,000 per year for the 
next several years; that its earnings 
are now reduced and will continue to 
be reduced to such a low point that it 
will be unable to sell bonds and stock 
to investors in order to obtain funds 
for additional expansion and improve- 
ment unless its earnings are substan- 
tinally increased, and that unless it 
can attract substantial capital, its ex- 
pansion program is seriously jeopard- 
ized and must stop. 

The company further alleges that 
the minimum reasonable fair value of 
Tennessee net average investment in 
its property used and useful in its Ten- 
nessee intrastate operation was $5,- 
301,129.03 as of August 31, 1951. It 
alleges that increases in intrastate 
rates which will provide an additional 
$173,088.86 net, or a gross additional 
$371,754.42 before taxes, per year, 
are necessary for the company to earn 
a reasonable return on its Tennessee 
intrastate investment. 

It avers that its growth in number 
of telephones and other facilities com- 
pares favorably with any other tele- 
phone system and, despite the fact that 
it is adding approximately 5,000 tele- 
phones per year, it is still not able to 
keep up with the tremendous demand 
on it. It alleges that it had 7,774 


applications for telephone service that 
it had not yet been able to serve; and 
that, in addition to this, greatly in- 
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creased industrial development and in- 
crease in rural population will further 


increase this demand. The company 
further alleges that during the past 
year, approximately one-third of the 
telephones added were added in the 
rural areas. It showed that during 
the past year it has established modern 
dial systems at Bluff City, Church 
Hill, and Roan Mountain, and that a 
new dial system is being established at 
Hampton. At Greeneville, the estab- 
lishment of a dial exchange is being 
completed, and equipment for the con- 
version of Kingsport to dial has been 
ordered. 

The company filed detailed exhibits 
with the petition and advised the Com- 
mission that a similar petition was be- 
ing filed in the state of Virginia re- 
questing corresponding rates to those 
requested in Tennessee. 

Copies of the petition were filed 
with mayors of towns and cities af- 
fected and with the county judges of 
each county, and, in addition, these of- 
ficials were provided with notice of 
the various hearings held as were 
the newspapers and radio stations 
throughout the area served by the 
company. 

The company requested that the 
Commission find and determine a 
proper intrastate rate base for the com- 
pany in Tennessee; the percentage of 
return the company is entitled to earn 
on the rate base above; the additional 
amount that the company is entitled to 
earn over and above its present earn- 
ings, and that the rates contained in 
the schedule filed are just and reason- 
able and that they be allowed to be- 
come effective on December 1, 1951. 
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Protests and Intervenors 


An intervening petition was filed 
by a committee of six subscribers, 
representing some thirty-odd subscrib- 
ers of the Blountville exchange, prin- 
cipally on three rural lines. 

Representatives of the Machinists 
Union of Bristol and Bristol Central 
Labor Council, Johnson City Central 
Labor Council, Watauga Union of 
Textile Workers, and the Central 
Labor Council of Elizabethton 
made application to intervene in the 
hearing and this application was 
granted and the intervenors, above 
listed, participated in the hearing 
in the cross-examination of the 
company’s witnesses. Witnesses on 
behalf of certain subscribers at Blount- 
ville, were introduced, but no wit- 
nesses were introduced by the rep- 
resentatives of the various labor 
groups. The city of Bristol, Tennes- 
see, entered an appearance at the hear- 
ing at Johnson City and, at the ad- 
journed hearing in Nashville, the 
attorney employed by the city of Bris- 
tol, Tennessee, participated in the 
cross-examination of the company’s 
witnesses. Representative Harry Lee 
Senter of Bristol, Tennessee, partici- 
pated in the hearing at Nashville in 
the cross-examination of the company’s 
witnesses, and by a statement. There 
were no other appearances or wit- 
nesses. After the filing of the petition, 
the Commission received a number of 
letters, some complaining of the exist- 
ing service and some requesting addi- 
tional service. The company’s wit- 
nesses were extensively examined by 
the Commission’s staff. 


Findings 


The evidence introduced clearly 
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shows that because of changed condi- 
tions, resulting primarily from in- 
creased taxes, increased cost of ma- 
terial and supplies, the company’s 
earnings under actual operation have 
been substantially less than that here- 
tofore found to be fair and reasonable 
by this Commission. 


Tax Increases 


[1] The amendment to the fran- 
chise and excise tax laws adopted by 
the 1951 Tennessee legislature has in- 
creased its franchise and excise tax, 
and increased assessment of the com- 
pany’s property has increased its ad 
valorem taxes. The further increased 
Federal corporate income tax from 47 
per cent to 52 per cent has increased 
the company’s tax payment. These 
increases in taxes have increased the 
company’s tax bill by more than $100,- 
000 per year. In addition, the evi- 
dence shows that tax increases are in- 
creasing the price of materials and 
services which the company must have. 

A very sizable portion of the com- 
pany’s gross income goes to the pay- 
ment of taxes. Under the law, there 
is no alternative but to pass tax in- 
creases on to the customers of a utility 
when a utility is not earning a rea- 
sonable return. 

The Federal corporation income tax 
(and other taxes) should be allowed 
as a proper operating charge in fixing 
the rate to be allowed a public utility 
necessary to return a proper income. 
Georgia R. & Power Co. v. Railroad 
Commission, 262 US 625, 67 L ed 
1144, PUR1923D 1, 43 S Ct 680. 


Increase in Cost of 


Materials and Supplies 


The costs of materials and supplies 
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have increased substantially within the 
last year. The evidence shows that 
some items have increased more than 
38 per cent and that there has been 
a 17 per cent over-all increase since 
October, 1950. These increases have 
increased the investment which the 
company must make to install each 
new telephone or to replace a telephone 
already in use. 


Wages 


The evidence shows that the com- 
pany has been losing employees to 
other companies in the area which pay 
higher wages. The company’s wage 
scale is not as high as that of telephone 
companies operating in adjacent terri- 
tory. In order to fairly compensate 
its employees the company has found 
it necessary to grant wage increases, 
effective February 1, 1952, which will 
cost the company an additional $104,- 
947 per year. The largest portion of 
its wage increase is applicable to the 
Tennessee intrastate operation. The 
wage increases granted seem reason- 
able and proper. 

The effect of increased taxes, wag- 
es, and other increased costs of opera- 
tion, has reduced the company’s rate 
of return on the fair value of its prop- 
erty used and useful in the Tennessee 
intrastate operation to a point where 
in the opinion of the Commission such 
return is not now entirely adequate. 


Growth of Territory and 
Increase in Size of Exchanges 


The growth in population and in 
business activity in upper east Ten- 
nessee within the last decade has been 
phenomenal and has affected both the 
cities and towns and rural areas. The 
growth and development of this sec- 
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tion of Tennessee is one of the fastest 
in the country and the area bids fair to 
become one of the most highly indus- 
trialized sections in the South. This 
growth and increased activity is con- 
tinuing. Within the last year, an ex- 
penditure of over $110,000,000 in new 
industrial development has been an- 
nounced. This is certain to increase 
the already heavy demand on the com- 
pany for expansion and for additional 
telephones. 

To meet the demand on it, the com- 
pany added 5,169 telephones in the 
year 1951. Approximately one-third 
of these telephones were in the rural 
areas. From January 1, 1940, to 
January 1, 1952, the company has 
grown from 21,924 to 61,518. Each 
exchange has increased from double to 
three times in size. With the increase 
in size of the exchanges, more local 
telephones are made available to each 
subscriber on the exchange. Even 
with the number of telephones added, 
the company’s held orders (unfilled 
requests for new phones) has increased 
and additional industrial development 
seems certain to increase this demand. 
Further additional demand is being 
made because of the defense effort. 


Financing 


The company’s need for new capital 
is $2,000,000 or more per year. Dur- 
ing 1951 it raised $1,425,000 through 
the sale of stock to investors. Since 
obtaining the additional capital, it has 
borrowed on short term over $1,500,- 
000 and will have to borrow $450,000 
almost immediately to pay current 
bills. The evidence shows that the 
company has negotiated for the sale of 
$2,000,000 in bonds and that the best 
obtainable interest rate on these has 
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increased to 3.875 per cent. When 
these funds are used to pay off short- 
term borrowings, the company plans to 
borrow on short term at the rate of 
$175,000 per month and then, later in 
the year, to endeavor to obtain addi- 
tional capital by the sale of stock. In- 
terest on short-term borrowing has 
increased during the last year in line 
with the general increase in interest 
rates. This has increased the cost of 
money to the company. 

The evidence shows that the com- 
pany’s net investment for the single 
year 1951 was about equal to its net 
investment on January 1, 1940 (the 
end of more than forty years’ opera- 
tion). The company’s average cost 

er telephone added during 1951 was 
more than three times its average cost 
on January 1, 1940. 

In order to attract the very sub- 
stantial capital it will require to meet 
the demands on it, the company must 
have more earnings than it presently 
has. 


Expansion and Improvement 


At the hearing in Docket No. U- 
3120, the company outlined an expan- 
sion program of approximately $2,- 
022,000. The evidence shows that 
program has been carried forward and 
that the company’s expenditures for 
expansion and improvement have ex- 
ceeded the above estimate. The evi- 
dence shows that very substantital 
expenditures have been made for ex- 
pansion at each of the company’s 
exchanges and that facilities have been 
increased at each exchange. 


The company outlined an additional 
specific expansion project, already 
started or shortly to be started, on 
which the cost is estimated to be $3,- 
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912,000 and, in addition, general ex- 
pansion, it is estimated, will increase 
this expenditure to over $4,500,000. 
The Commission is of the opinion 
that this expenditure and more will be 
required during the years 1952 and 
1953, in order to provide the people of 
the prosperous and growing section of 
east Tennessee served by the company 
with that sort of telephone service to 
which the subscribers and ratepayers 
are entitled, and to make the expan- 
sions and betterments in plant and 
facilities which are imperatively neces- 
sary to supply the needs of present sub- 
scribers and meet the reasonable de- 
mands of those thousands of persons 
without telephones who have hereto- 
fore applied for them and will continue 
to apply for them. 


Service 


Substantial increase in the number 
of telephones at each of the company’s 
exchanges has resulted in making 
more local telephones available to 
each subscriber. However, further 
improvement in the quality and quan- 
tity of service is urgently necessary. 
The evidence discloses that the com- 
pany has made considerable progress 
in that direction. It has eliminated 
magneto service and its program of 
complete dial conversion is progress- 
ing. Some complaints were received 
on 10-party lines within the base rate 
areas of various exchanges and the 
company has been directed to furnish 
a study by March 15, 1952, to include 
a plan for the elimination and improve- 
ment of this service. A substantial 
majority of the letters received by the 
Commission are requesting new serv- 
ice or an up-grading of existing serv- 
ice. Progress has been made, but very 
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much more is needed, and the same 
should—and must—be made still more 
rapidly and extensively than hereto- 
fore. 


Rate Base 


The Commission finds that a fair 
and reasonable value for the compa- 
ny’s rate base (Tennessee intrastate) 
is $4,934,499 as of August 31, 1951. 


Rate of Return 


[2,3] The return now being earned 
by the company is not sufficient to en- 
able it to pay its taxes, reasonable 
costs and charges, and a fair amount 
to investors in its stocks and bonds. 
It is extremely doubtful if the addi- 
tional capital needed for expansion 
and improvement could be attracted 
with the company’s present earnings. 

The return on investment which a 
public utility should be permitted to 
earn should be reasonably sufficient to 
assure confidence in the financial 
soundness of the utility, and should be 
adequate, under efficient and economi- 
cal management, to maintain and sup- 
port its credit, and enable it to raise 
money necessary for the proper dis- 
charge of its public duties. Bluefield 
Waterworks and Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 US 679, 67 L ed 1176, PUR 
1923D 11, 43 S Ct 675; Missouri ex 
rel. Southwestern Bell Teleph. Co. v. 
Missouri Pub. Service Commission, 
262 US 276, 291, 67 L ed 981, PUR 
1923C 193, 43 S Ct 544, 31 ALR 807; 
Federal Power Commission v. Natural 
Gas Pipeline Co. (1942) 315 US 575, 
86 L ed 1037, 42 PUR NS 129, 62 
S Ct 736. 

The Commission finds that the com- 
pany is entitled to earn an additional 
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$260,905 gross or $118,428 net after 
taxes, on its Tennessee intrastate op- 
eration. This is $110,840 less than 
the company’s original request or 
approximately 29.8 per cent less. 

These increases allowed are calcu- 
lated to produce a return of approxi- 
mately 6 per cent on the rate base 
heretofore found reasonable. The 
company introduced testimony of a 
financial expert that a higher return 
was justified and necessary, but con- 
sidering the interest of the subscribers 
and weighing this interest with that 
of the company, the Commission is of 
the opinion that the aforesaid return 
of approximately 6 per cent is fair and 
reasonable. This is a less return than 
heretofore approved for this company 
and is less than that now sought, but 
the Commission finds it is reasonably 
fair and that it will prevent confisca- 
tion of the company’s property. 


Rates Approved 


The intrastate rates now being 
charged are inadequate. The com- 
pany filed application for increases in 


both intrastate toll and exchange 
rates. The rates filed for intrastate 
toll rates correspond to increases 


sought by Southern Bell Telephone 
and Telegraph Company. In the past 
intrastate toll rates have been gov- 
erned and controlled by those fixed 
for Southern Bell Telephone and Tele- 
graph Company, which company oper- 
ates a very large percentage of the toll 
lines in this state. The company’s toll 
lines and those of Southern Bell Tele- 
phone and Telegraph Company are 
connected and a different toll rate for 
the company than that charged by the 
Southern Bell Telephone and Tele- 
graph Company would be impractical 
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and discriminatory since some toll 
calls are partly over both companies’ 
lines. 

The Commission did not grant to 
the Southern Bell Telephone and Tele- 
graph Company the full amount of the 
increase in intrastate toll it sought, 
but a lesser amount, as set out by the 
Commission’s order dated January 31, 
1952, in Docket No. U-3177 (93 
PUR NS 12). Whereupon this com- 
pany made a motion on January 31, 
1952, that it be allowed to withdraw 
the intrastate toll rates previously filed 
as Sheet 6 of Exhibit No. 7, and sub- 
stitute the lower intrastate toll rates 
fixed for Southern Bell Telephone 
and Telegraph Company. This mo- 
tion was allowed and intrastate toll 
rates were accordingly fixed effective 
February 1, 1952, by the Commis- 
sion’s order in this docket dated Janu- 
ary 31, 1952. The effect of this 
reduction is estimated to reduce the 
company’s original request for rate 
increase by $66,952. 

The company has adopted cycle 
billing. The Commission finds that 
the exchange rates, as set out on Ex- 
hibit “‘A’”’, attached hereto and made 
a part hereof [omitted herein], for the 
various exchanges and classes of serv- 
ice are fair and reasonable to the pub- 
lic and will provide a fair return for 
the company and hereby fixes the 
rates, as set out on exhibit attached 
hereto and made a part hereof as Ex- 
hibit “A”, as the rates which will be 
charged by the company on all billing 
after the date of this order. 

The Commission has reluctantly 
granted the rate increases above ap- 


proved but, under the law and evi- 
dence, it has no other alternative. It 
considers the rates approved are the 
minimum necessary to enable the com- 
pany to earn enough to pay its taxes 
and operating costs, and to have earn- 
ings sufficient to attract the large 
amount of capital necessary to con- 
tinue its expansion program and to 
make needed improvements to its ex- 
isting plant and facilities. 

It is, therefore, accordingly ordered, 
that : 

1. The exchange rates and miscel- 
laneous charges, as set out on Exhibit 
“A” attached hereto and made a part 
hereof, be and the same are hereby ap- 
proved, and the Inter-Mountain Tele- 
phone Company is authorized to 
charge these rates effective on all bill- 
ing after the date of this order. These 
rates and charges have been devised 
by the Commission’s staff to produce 
additional revenue, as set out in this 
order. 

2. The Inter-Mountain Telephone 
Company is hereby directed to con- 
tinue its program of expansion and 
improvement in its service, and to re- 
port to this Commission on progress 
being made on September 10, 1952. 
Within forty-five days after a test 
period of one year, the company is di- 
rected to file exhibits similar to those 
filed with the original petition show- 
ing the effect of operation over a test 
period of one year under the rates 
herein authorized. 

3. This matter shall remain open on 
the docket of the Commission for such 
other and further action as to the Com- 
mission may seem fitting and proper. 
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GEORGIA PUBLIC SERVICE COMMISSION 


Re Pineland Telephone Cooperative, 


Incorporated 


File No. 19547, Docket No. 296-U 
March 19, 1952 


PPLICATION by telephone co-operative for authority to secure 
d \ loan from Rural Electrification Administration and to issue 
equity certificates; granted. 


Security issues, § 44 — Loan from Rural Electrification Administration — Neces- 





sary telephone construction — Objections. 

A telephone company in need of capital funds with which to finance the 
construction of modern telephone exchanges and to/provide service through 
rural areas was authorized to secure a loan from/the Rural Electrification 
Administration, notwithstanding objections to pr@visions of the telephone 
loan contract appearing unduly burdensome to the co-operative, where it 
was represented that if a revision in the loan contract were required, harm- 
ful delay would result. 


Mortgages, § 5 — REA loan from Federal government — Burdensome conditions. 


Criticism by Georgia Commission, in permitting telephone co-operative 
to secure loan from Rural Electrification Administration, as to unduly 
burdensome provisions of telephone loan contract relating to Administrator’s 
approval of contracts of employment of manager and other managerial 
personnel; contracts for management, accounting, or other like services; 
extensions of service; and supervision of construction, p. 91. 


> 





APPEARANCES: D. M. Brown, At- 
torney, E. R. Britt, Manager, and, 
Henry Thomas, for the co-operative ; 
N. Knowles Davis, Chief Engineer, 
Robert B. Alford, Service Engineer, 
and Frank G. Heald, Utilities Auditor, 
for the Commission. 


By the Commission: On January 


15, 1952, Pineland Telephone Co- 
operative, a new corporation, filed 
an application with the Commission 
requesting authority to secure a loan 
from the Rural Electrification Admin- 
istration (hereinafter referred to as 





89 


REA), in the amount of $625,000 for 
thirty-five years at an interest rate of 
2 per cent per annum. The application 
was assigned for hearing on Febru- 
ary 14, 1952, at which time it came 
on to be heard. The co-operative 
caused notice of the hearing to be pub- 
lished in newspapers having general 
circulation in the territories to be 
served by them and copies of the pub- 
lications were submitted at the hear- 
ing as evidence that this requirement 
had been met. There was no opposi- 

tion to the application. 
According to the application, the 
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proceeds of the proposed loan of $625,- 
000 from REA together with $66,510 
in equity funds are to be used for the 
conversion of the present telephone sys- 
tems acquired by the co-operative to 
automatic dial operation, and for the 
construction of additional telephone 
facilities in the rural areas of Eman- 
uel, Johnson, Burke, and Candler 
counties, Georgia. The proposed sys- 
tem will serve an estimated 1,478 sub- 
scribers. The application requests 
authority to borrow and use the re- 
quired funds to build the proposed tel- 
ephone project, and approval of the 
proposed loan contract, mortgage note, 
and mortgage which have been fur- 
nished the Commission. 

The Co-operative amended its ap- 
plication at the hearing requesting au- 
thority to issue and sell $45,000 of 
equity certificates bearing interest at 
a rate of 3 per cent per annum and 
representing an indebtedness of the co- 
operative payable from earnings. The 
proposed equity certificate states : 

“Commencing with the year 1956 
the corporation will on or before Feb- 
ruary 15th of each year pay, on all of 
the outstanding equity certificates 50 
per cent of the ‘Net Balance’ as here- 
inafter defined for the next preceding 
calendar year. If such amount avail- 
able for payment shall not be sufficient 
to pay the interest on all outstanding 
equity certificates to the end of the 
next preceding calendar year, then pay- 
ment will be made on all outstanding 
equity certificates in amounts which 
will pay in so far as possible the in- 
terest on all outstanding equity certifi- 
cates to the same date. If the amount 
available for payment is sufficient to 
pay the interest on all outstanding 
equity certificates to the end of the 
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next preceding calendar year, then in- 
terest will be paid to such date, and the 
excess, if any, shall be paid on the 
principal of all outstanding equity cer- 
tificates ratably on the basis of the 
original principal thereof. 

““ “Net Balance’ for any year shall 
be the corporation’s gross operating 
revenues less the following : (a) all op- 
erating expenses exclusive of deprecia- 
tion; (b) taxes; (c) all amounts pay- 
able during such year on account of 
interest on and principal of all out- 
standing loans from United States of 
America, and (d) 2.2 per cent of the 
corporation’s depreciable plant. 

“Thirty-Six years after the date 
hereof all unpaid interest and prin- 
cipal thereof remaining unpaid, if any, 
shall become due and payable. The 
Corporation reserves the right at any 
time to pay all or any part of this 
equity certificate then unpaid.” 

Mr. D. M. Brown, attorney, repre- 
sented the co-operative at the hearing 
and Mr. E. R. Britt, manager, testified 
on behalf of the application. Accord- 
ing to testimony by the witness, the 
proposed loan has been applied for and 
is feasible according to REA. The 
witness introduced an exhibit which 
sets forth the anticipated investment in 
telephone plant and equipment upon 
conversion and expansion of the tel- 
ephone system. It was estimated that 
the total investment would amount to 
$691,510 based upon the following es- 
timated costs: [See table on page 91.] 

The above investment would be 
represented by $625,000 funds re- 
ceived from REA in the form of a 
mortgage loan and $66,510 of equity 
capital. 

In addition to the loan authoriza- 
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tion, the applicant seeks approval by 
the Commission of the mortgage note, 
mortgage, and telephone loan contract 
in the form submitted in this proceed- 
ing. Review of the telephone loan 
contract discloses three provisions 
which appear unduly burdensome to 
the co-operative. These will be dis- 
cussed. 

Section 4.2 (h) states: “The bor- 
rower shall submit, when the Adminis- 
trator shall so require and subject to 
the administrator’s approval, a con- 
tract for the employment of a manager 
and such other managerial personnel 
as the Administrator shall specify,” 
and §4.3 (h) stipulates “Unless the 
effectiveness of each such contract shall 
be conditioned upon the approval of 
the Administrator, the borrower shall 
not enter into any contracts for man- 
agement, accounting, or other like 
services.” It doesn’t seem necessary 
for the Administrator to approve con- 
tracts for the employment of a man- 
ager, managerial personnel, account- 
ing personnel, and like services as re- 
quired under §4.2 (h) and 4.3 (h). 
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Such provisions might be entirely rea- 
sonable if the borrower is in default 
under the loan, or has not followed the 
terms of the mortgage, the mortgage 
note, or loan contract. Otherwise, the 
borrower should have exclusive au- 
thority with respect to the selection of 
its management, and personnel. 

The last sentence in § 4.6 of the loan 
contract states: “The extension of 
service to all applicants in the tel- 
ephone service area of the borrower is 
of the essence of the borrower’s obliga- 
tions under this agreement, and the 
failure or neglect of the borrower to 
perform such obligation shall be 
deemed to be an event of de- 
fault hereunder and under the mort- 
gage and any supplemental mortgage.” 
The first portion of this section stip- 
ulates that the borrower shall furnish 
adequate telephone service to the wid- 
est practicable mumber of persons in 
rural ‘areas, and, this portion of § 4.6 
seems to adequately cover REA’s an- 
nounced area coverage policy. The 
last sentence quoted above, however, 
would make possible the default and 
foreclosure of the mortgage merely if, 
in the Administrator’s opinion, the 
extension of service by the co-opera- 
tive was not adequate. 

Section 4.20 of the loan contract 
states: “If the construction or opera- 
tion of the project, or any parts there- 
of shall not proceed in accordance with 
the terms hereof, or if, in the opinion 
of the Administrator, action is neces- 
sary to protect the government’s se- 
curity for the loan or is essential to 
achieve the objectives for which the 
loan is made, the Administrator may 
appoint, as the representative of the 
government, a supervisor for the 
project or other property of the bor- 
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rower necessary to the construction or 
operation of the project and shall no- 
tify the borrower of such appointment 
and the duration thereof and of the 
salary of the supervisor.” This sec- 
tion would be more reasonable if the 
words “or if in the opinion of the ad- 
ministrator, action is necessary to pro- 
tect the government’s security for the 
loan or is essential to achieve the ob- 
jectives for which the loan is made’”’ 
were deleted. This provision would 
then read “if the construction or opera- 
tion of the project or any parts thereof 
shall not proceed in accordance with 
the terms hereof, the Administrator 
may appoint, as a representative of 
the government, a supervisor . 
This would be sufficient to protect the 
lender’s interests. 


The provisions stipulated above ap- 
pear to place entirely too much power 
in the Administrator and more than 
is actually necessary for the protection 
of the interests of the government in 
the loan made to the co-operative. It 
is represented to the Commission that 
if a revision in the loan contract is 
required in this instance, harmful de- 
lay will result; therefore, no revision 
will be directed by the Commission. 
However, the Commission strongly 
urges that the Rural Electrification 
Administration give careful considera- 
tion to a revision of its contracts as 
above outlinéd. 

According to exhibits and testimony 
by witness Britt, the expanded tel- 
ephone system will produce $60,409 
per annum in exchange revenues, 
$23,648 per annum in toll revenues, 
and $739 per annum in other revenues. 
Uncollectibles were estimated at $422 
per annum resulting in gross revenues 
of $84,374. Operating expenses were 
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estimated at $52,563 per annum in- 
cluding dividends of $1,350 per annum 
on equity certificates. The resulting 
net income was estimated to be $31,- 
811 per annum. Debt service require- 
ments to REA on the proposed loan 
was estimated to amount to $25,000 
per annum for interest and principal 
beginning two years from the date of 
the proposed mortgage loan. 

The Commission, in an order dated 
March 4, 1952, under Docket No. 
295-U, prescribed rates for this appli- 
cant which found the estimated de- 
preciation provision of $9,551 per an- 
num wholly inadequate. That order 
estimated depreciation expense of $25,- 
000 per annum. The net revenue was 
estimated to be some $20,746 per an- 
num. It appears that principal and 
interest payments to REA will amount 
to approximately $26,683 per annum 
beginning two years from the date of 
the mortgage note, and that the net 
revenues of $20,746 plus cash avail- 
able from depreciation accruals will be 
adequate to meet the annual require- 
ments of the proposed loan of $625,- 
000. , 

The co-operative did not include in 
the published notice its proposal to is- 
sue $45,000 of equity certificates. 
Witness Britt testified at the hearing 
that certain merchant subscribers have 
agreed to purchase certificates. The 
witness also testified that $15,000 of 
equity would be raised through mem- 
bership fees of $10 per subscriber 
which would be noninterest bearing. 
It was alleged by the witness that all 
of the certificates would be negotiable 
and that some $15,000 of equity, to be 
raised through membership fees from 
subscribers, would be refundable to a 
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subscriber in the event of service dis- 
continuance. 

According to the application $66,- 
510 of equity funds are required, of 
which $14,780 will be secured from 
membership fees. This leaves $51,- 
730 of additional equity funds to be 
secured from the sale of equity cer- 
tificates rather than $45,000 as re- 
quested. This order will authorize the 
required amount. 

The Commission is of the opinion 
that the co-operative is in need of cap- 
ital funds with which to finance the 
construction of modern telephone ex- 
changes and to provide service to the 
rural areas outlined. It further ap- 
pears that the making of the proposed 
loan and the issuance of the proposed 
equity certificates falls within the spirit 
of § 93-414 of the 1933 Code of Geor- 
gia, and is in the public interest. 
Wherefore, it is 

Ordered that the Pineland Tel- 
ephone Cooperative, Inc. be, and it is 
hereby, authorized to secure a loan 
from the Rural Electrification Admin- 
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istration in the amount of $625,000, 
bearing interest at the rate of 2 per cent 
per annum and payable within thirty- 
five years pursuant to the loan con- 
tract, mortgage note, and mortgage. 

Ordered further that the Pineland 
Telephone Cooperative, Inc. be, and 
it is hereby, authorized to issue $51,- 
730 of negotiable equity certificates of 
indebtedness to bear interest at an an- 
nual rate of no more than 3 per cent. 

Ordered further that the loan con- 
tract, mortgage note, mortgage, and 
equity certificate be, and the same are, 
hereby approved in the form submit- 
ted. 

Ordered further that the company, 
within thirty days of the completion of 
transactions herein authorized, shall 
make a full report to the Commission 
of each transaction, giving pertinent 
information relative thereto. 

Ordered further that the Commis- 
sion retain jurisdiction of the proceed- 
ing for any such further order or or- 
ders which appear to be meet and 
proper. 
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Byres of adoption of rules and regulations governing fi 
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Security issues, § 131 — Applications — Hearing — Notice. final 


2. Each application for authority to issue securities should be considered But 
separately and on its merits; and after preliminary study of the application 





and the submission of additional information, if requested or required, and agen 
investigation when necessary, the Commission should give full consideration a 
to the application and dispose of it either upon an examination of the record etitic 
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in the premises, p. 95. the 
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the effective date of Chapter 26545, plications. arat 
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the underwriters in respect of the se- 
curities involved in said third applica- 
tion took the position that since the 
Commission had conducted hearings 
on all such applications to that time 
and had adopted no rule by which the 
Commission could take final action 
on an application without first holding 
a hearing, at least an opportunity for 
hearing should be afforded on the ap- 
plication in question before the Com- 
mission entered its order disposing of 
the same. 


[1, 2] The Commission is of the 
opinion that a hearing is not requisite 
to the disposition of every application 
for authority to issue and sell securities. 


] In some instances a hearing may be 


appropriate, while in others it is un- 
necessary and serves only to retard the 
final disposition of the application. 
But in the light of the foregoing ex- 
perience, it is evident that some rule 


etition of an occurrence such as that in- 
volving the third application filed with 





the Commission as aforesaid. It is 
the Commission’s opinion that each 
application should be considered sep- 
arately and on its merits; that after 
preliminary study of an application 
for such authority, and the submission 
of additional information by amend- 
ment or otherwise, if requested or re- 
quired, and investigation when neces- 
sary, the Commission should give full 
consideration to the application and 
make disposition thereof either upon 
an examination of the record so 
made or after public notice and 
an opportunity for hearing, whichever 
is appropriate in the premises. The 


Commission finds that the rules and 
regulations which are attached hereto 


RE RULES AND REGULATIONS 


is necessary so as to obviate the rep-. 





as Appendix “A” are fair and reason- 
able and give to the Commission the 
authority it needs to dispose of such 


applications appropriately and ex- 
peditiously. Said rules and regula- 
tions are calculated to expedite the dis- 
position of such applications and there 
would seem to be no reason whatso- 
ever why the Commission should not 
adopt such rules and regulations with- 
out the necessity of a hearing thereon; 
however, the Commission desires to 
give every utility an opportunity to 
protest the adoption of such rules and 
regulations in writing and, if neces- 
sary, a public hearing thereon will be 
conducted. Upon consideration there- 
of, it is, therefore 

Ordered and adjudged by the Flor- 
ida Railroad and Public Utilities Com- 
mission : 

1. That the rules and regulations 
hereto attached as Appendix “A” rel- 
ative to the disposition, by examina- 
tion or hearing, of applications to is- 
sue and sell securities of public utilities 
as defined in Chapter 26545, Laws of 
Florida, Acts of 1951, be and the same 
are hereby adopted to become effective 
on April 11, 1952, unless, on or before 
said date, written protest against the 
adoption of said rules and regulations 
shall have been filed with the Commis- 
sion by any such utility, and oppor- 
tunity for hearing requested. 

2. In the event requests for an op- 
portunity for hearing on said rules and 
regulations are made as aforesaid, no- 
tice will be issued by the Commission 
designating a time and place for hear- 
ing on said rules and regulations and 
the same will not become effective, if 
at all, until after such hearing has been 
concluded. 
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3. Jurisdiction of this proceeding is 
hereby retained for the entry of such 
further order or orders as may be ap- 
propriate. 


APPENDIX “A” 


Rules and Regulations 
Florida Railroad and Public 
Utilities Commission 


Rules Governing Applications for 
Authority to Issue and Sell 
Securities. 

1. Applicability. These rules and 
regulations will apply to public util- 
ities regulated by the Commission 


under the provisions of Chapter 
26545, Laws of Florida, Acts of 1951, 
seeking authority to issue and sell 
securities. 

2. Commission action. After pre- 
liminary study of an application for 
such authority (including additional 
information submitted by amendment 
or otherwise) and investigation when 
necessary, the Commission will give 
full consideration to the application 
and make disposition thereof, either 
upon an examination of the record so 


made or after public notice and an | 


opportunity for hearing, whichever is 
appropriate in the premises. 
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Kansas Power & Light Has 
$15,000,000 Construction 
Program 


ANSAS Power & Licut Company plans to 
spend about $15,000,000 in 1952 to con- 
tinue the expansion program started in 1945, 
according to D. E, Ackers, president. 
About $9,000,000 will go into the electric 
system and $6,000,000 in the gas distribution 
system, he said. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





one of the largest moves from the financial 
district in many years. The company has had 
its general office in the downtown district of 
New York for more than three quarters of a 
century. 

The company has a research center, and 
eight manufacturing plants. Its products are 
separated into five general groups—stationary 
boilers—marine boilers, tubes, refractories, 
and special products. 

Sales offices of The Babcock & Wilcox Com- 
pany’s Tubular Products Division will not be 










affected by the move, and will remain in their 
present location at 22 East 40th street. 


It is estimated that the 1953 construction 
program will require expenditures of about 
$11,500,000. 


Babcock & Wilcox Moves to 
New Headquarters 


T= Babcock & Wilcox Company, nation’s 
largest producer of steam generators and 
related equipment, recently opened offices at 
new headquarters in the new 32-story fully 
air-conditioned Chrysler Building East at 161 
East 42nd street, New York City, following 


Tri-Line Offers Easy, Modern 
Way to Concrete Cutting 


Us a double-bonded, water-cooled, dia- 
mond cutting blade, the Tri-Line Concrete 
Cutter is designed to produce a fast, smooth- 
surfaced cut completely eliminating the 
cracked, spalled or broken edges experienced 


(Continued on page 26) 





No matter how you look at it... 





Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
printing, we are set-up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 

Our service is complete. 





CONFIDENTIAL 
SERVICE 
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- 80 SOUTH ST., NEW YORK 38.NY. 
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INDUSTRIAL PROGRESS—( Continued) 





in ordinary pavement breaking methods. Its 
quick, efficient cutting action opens up con- 
crete and blacktop pavement—for installation 
or repair of underground utility pipe lines, 
telephone cables, water mains, and sewers. 

Powered by a 13 h.p. two-cylinder Wisconsin 
engine, the Tri-Line Concrete Cutter permits 
continuous or intermittent cuts on straight or 
reasonably curved lines, at any desired depth 
to 63 inches. A double-ended arbor allows 
cutting on either side of the machine, in places 
normally inaccessible. 

Further information may be obtained from 
the manufacturer, Tri-Line Company, Racine, 
Wisconsin, 





RECEIPTING MACHINES 


@ Complete selection of stub and 
coupon cutting receipters with 
interchangeable die blocks for 
all utilities purposes. 


Write for FREE Catalog. 


A. C. GIBSON CO., INC. gurrato's, N.Y. 








Campaign Calendar for 
Appliances in 1953 


T? obtain more effective results with exist- 
ing advertising budgets, Edison Electric 
Institute’s Dealer Coordination Committee has 
recommended use of a coordinated campaign 
calendar for guiding promotion in 1953 of four 
major appliances at the retail level—ranges, 
water heaters, freezers and clothes dryers. The 
calendar is based on a review of utility com- 
pany advertising and promotional campaigns. 

Surveys by the committee indicate that the 
greatest retail sales opportunity for the four 
appliances is in these months: January, Feb- 
ruary, March for clothes dryers; March, April, 
May for ranges and water heaters ; May, June, 
July for freezers; September, October, No- 
vember for ranges and clothes dryers. 

Regional deviations due to climate and eco- 
nomic conditions are anticipated and it is pre- 
sumed that some lesser period of time than 
the three-month period will be favored in 
some areas. 


(Continued on Page 28) 
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NEW _ISSUE 


the undersigned as may 


Blyth & Co., Inc. 

Glore, Forgan & Co. 

Kidder, Peabody & Co. 

Salomon Bros. & Hutzler 

Paine, Webber, Jackson & Curtis 
Coffin & Burr 


Incorporated 


May 29, 1952 





This announcement is ne?ther an offer to sell nor a solicitation of an offer 
to buy any of these securities. The offering is made only by the Prospectus. 


100,000 Shares 


Long Island Lighting Company 


Preferred Stock, 5%, Series B 
(Par Value $100 Per Share) 


Price $100 per Share and accrued dividend 


The Prospectus may be obtained in any State from only such of 
legally distribute it in 


W. C. Langley & Co. 
Hemphill, Noyes, Graham, Parsons & Co. 


Shields & Company 


such State. 


The First Boston Corporation 


Carl M. Loeb, Rhoades & Co. 
W. E. Hutton & Co. 
A. C. Allyn and Company 


Incorporated 


Tucker, Anthony & Co. 
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ALTERNATOR SYSTEM 


another one of the many Public Utilities 
who enjoy the adyantages of the L-N 
Alternator System. 


On your two-way radio cars and trucks... 

or wherever current demands are high... 

the L-N Alternator System will give you: 
25 to 35 amperes with engine idling 
new freedom from battery troubles 
longer battery life 


BE SURE TO SPECIFY LEECE-NEVILLE 
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® This forward-looking organization is ~~ 





lower radio maintenance costs 
more consistent radio operation 
There are L-N Alternator Systems rated at 
50 amps. and 80 amps. for 6-volt systems; 
60 to 150 amps. for 12-volt systems. 

For all the facts, write The Leece-Neville 
Company, Cleveland 14, Ohio. Automotive 
Electric Equipment for Over 40 Years. 
Distributo.s. in principal cities 
... Service Stations everywhere. 
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INDUSTRIAL PROGRESS—( Continued) 





Collaborate on Waste-Treatment 
Research 


Gu Associates, INc., of Reading, Penn- 
sylvania, and the Commercial Solvents 
Corporation of New York, are collaborating in 
research on sewage-treatment foaming prob- 
lems. Details of the plan were announced re- 
cently by R. W. Simpson, Gilbert’s chief sani- 
tary engineer. 

The two companies are studying sewage- 
treatment in a plant having persistent foam- 
ing due to synthetic detergents, during the 
aeration of activated sludge. Gilbert is doing 
the necessary engineering and Commercial 
Solvents supplies the chemicals. Gilbert ad- 
vises that when the project is completed, 
actual operating data will be made available 
to interested plants. 

Data on the current status of the develop- 
ment work may be obtained by contacting R. 
W. Simpson, chief sanitary engineer, Gilbert 
Associates, Inc., 412 Washington street, Read- 
ing, Pa. 


Kuhlman Improves “Quick- 
Grip” Bushing 


HE KUHLMAN ELectric Company, Bay 


electric consisting entirely of porcelain, The 
newer bushing has a porcelain body, but the 
knoh is of molded hard rubber. The metal 
portion is molded into the knob. 


Wisconsin Power & Light 
Completes $9,000,000 Plant 


Yi moms Power & Licht CoMPANY re- 
cently completed a $9,000,000 60,000- 
kilowatt generator at its Edgewater plant in 
Sheboygan which about doubles the station’s 
generating capacity. 

The new power unit is part of the company’s 
$100,000,000 1948-55 construction program. 


Philadelphia Electric Wins 
Six Advertising Awards 


Spe eagpeeer-jenee Evectric CoMPANY captured 
six national advertising awards in the an- 
nual Better Copy Contest sponsored by the 
Public Utilities Advertising Association. The 
awards were presented recently at the annual 


convention of the group in Minneapolis, 
Minnesota. 
A First Award was received for promo- 


tional material; while a Second Award came 








City, Michigan, is incorporating in its i - - 

transformers ite redesigned “Quick-Grip” for the seh: ot om ee gua gg So 
bushing, according to a recent announcement. — on hiladelphia 4 ager be ial —— tr 

This bushing, which allows the lineman to “*Wat ae was ae y peo oO Soe ml 
make a primary line connection without the P@Pet ads promoting the use of gas in suburban le 
use of tools, formerly was made with a di- (Continued on Page 30) } 
€ 
Prepare to pass power plant engineer " 
p pass power p : 


license examinations this direct, easy way!) , 








HERE is a revised and enlarged Second Edition of a standard book 
that offers you in clear, practical form, much information to help 
Simple, yet com- 
plete in every detail, it thoroughly explains advanced rules of stationary 
engineering—outlines the approved and tested methods of operating 


you pass power plant engineer license examinations. 


power plant equipment—and carefully points out the re- 
sponsibilities of the operating engineer relative to safe 
practices and efficient operation of power plants. At the 
end of each chapter you are given valuable lists of questions 
typical of those in engineer license examinations . . . the 
answers to which are contained in the chapter material. 
Here in a single volume is a complete home-study course 
in power plant engineering. 


Guides you on all phases of power plant equipment 
construction, operation, and maintenance. 


This book shows you how to control the combustion of fuels . . . 
how to put boilers in operation . . . properly inspect steam engines 
how valves function . . . and how to solve practical power plant 
problems without the use of advanced mathematics. The standard 
practices to follow in manipulating the equipment correctly, to recog- 
nize ny = np Rye and to the necessary corrective 
= before gerous, costly ae & develop are also given. 
See for A the practical — “ this book gineers now in 
charge dower plants, large i, will find the Tob a helpful 
reference om proper procedure for ‘stielons ip and 
of all usual power plant equipment. 
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Just Out 


STEAM PLANT | 
OPERATION | ° 


By EVERETT B. WOODRUFF 
aan. A Engineer, The Drackett Company; In- 
structor in Feedwater ‘Conditioning, Combustion and 

Power Engineering, Ohio Mechanics Institute 

and HERBERT B. LAMMERS 
Chairman and Director of Engineering, Coal Producers 
Committee for Smoke Abatement Instructor in 
Mathematics and ey ~~ Ohio M 

nstitute 


Second Edition, 543 pages, 6 x 9, 
264 illustrations, $7.50 
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develop maximum power 
ith LEFFEL hydraulic turbines 
e 


Only time will tell the story of how 
good a hydraulic turbine really is 
—and Leffel turbines are already 
thoroughly time-tested, in scores 
of installations where they have 
been going strong for decades 
without need of repair. 


Leffel turbines are so expertly 
planned, so carefully and precisely 
built that you can be sure of 
trouble-free efficiency for a long, 
long time. Leffel pays special at- 
tention to the conditions under 
which the turbine is to be used, and 
maintains a friendly interest in 
the turbine's performance after 
installation. 


If you have a water power prob- 
lem, entrust it to Leffel's hydraulic 
engineers — real experts in the 
water power field. Put Leffel's 90 
years of hydraulic power experi- 
ence to work for you—now. 





















. 
e 
e 
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THE JAMES LEFFEL & CO. 


DEPARTMENT P @ 


MORE EFFICIENT HYDRAULIC 
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POWER FOR 30 YEARS 








30 INDUSTRIAL PROGRESS—( Continued) 








HOW TO DESIGN 
AND INSTALL 
HEAT PUMP SYSTEMS 











H* SRE is a book to give you the 

latest data on today’s most 
effective heating and cooling device. 
It brings you up-to-the-minute on 
design, operation, and capabilities 
of heat pump systems ... guides 
you in installation designs for pri- 
vate homes, industrial plants, and 
commercial buildings ... shows you 
how heat pump installations affect 





utilities. 


HEAT PUMP 
APPLICATIONS 


By Emery N. Kemler, 
Associate Director, Southwest Research Institute 
and Sabert Oglesby, Jr., 
Instructor in Electrical Engineering, 
Purdue University 


300 pages, 6 x 9, 260 illustrations, $6.00 





NYONE engaged in heating, ventilation, 
refrigeration, or home construction 
work will find this survey of the American 
and European heat pump fields a valuable 
tool in day-to-day operations. This manual 
gives concise and complete discussions of heat 
pump elements, compressors, fans, ducts, 
electric motors, accessories, heat pump cycles, 
and the thermodynamics of refrigerants and 
cycles. Extensive use is made of diagrams, 
charts and tables. 





Some of the data this book 

gives you: 

concise description of 8 commercial, 11 indus- 

trial, and 4 residential heat pump installations 

a step-by-step explanation of how the heat 

pump works 

current applications of refrigerants to heat- 

pump purposes 

the selection of equipment with regard to econ- 

omy and comfort, etc., etc. 
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areas adjacent to Philadelphia. The utility 
also received Third Awards in three other 
classifications: employee publication, window 
displays, and newspaper ads about electric 
merchandise. 

This year’s contest attracted a record total 
of nearly 1,400 entries in twenty-two different 
advertising classifications. 

The Better Copy Contest of the Public Util- 
ities Advertising Association, established 
twenty-nine years ago, is said to be the oldest 
continually conducted advertising competition 
in the United States. 


Westinghouse Names New 
Meter Division Manager 


lie ~y M. WALLACE, formerly manager of 
the switchgear distribution apparatus de- 
partment for the Westinghouse Electric Cor- 
poration has been named manager of the West- 
inghouse Meter Division. In the new post, 
Mr. Wallace succeeds G. H. Grossnickle, who 
has been appointed manager of manufacturing. 


Booklet on “Inside” 
Telephone Systems 


be PROVED customer handling, reduced costs, 
and stepped up efficiency are said to result 
when modern service institutions use private 
“inside” telephone systems for “company” busi- 
ness. Conclusions of case history review are 
covered in 8 color-illustrated pages, issued by 
the Automatic Electric Company, 1033 W. Van 
Buren st., Chicago 7, Illinois. 


Gas Utilities Add 1,514,000 
Househeating Customers 
T= gas utility industry added 1,514,000 


new gas househeating customers during 
the 1951-1952 heating season, the American Gas 
Association reported recently. This compares 
with 1,014,000 gas househeating installations 
made in the preceding heating season, and 
raises the industry’s composite gas househeat- 
ing saturation to 44.7 per cent. 

It is estimated that the 1952-1953 heating 
season will bring an additional 1,079,000 new 
gas househeating customers and that during 
the 1953-54 and 1954-55 heating seasons re- 
spectively about 1,084,000 and 1,057,000 new 
customers will be able to utilize gas for heat- 
ing their homes. 

These totals represent estimates for the en- 
tire gas industry based on data supplied_by 
reporting companies to the Bureau of Sta- 
tistics, AGA. In the study made by the asso- 
ciation, reports were received from 295 com- 
panies serving 21,600,000 residential customers, 
equivalent to 91.5 per cent of the industry’s 
total number of residential customers. 


Has $36,500,000 Program 


J matecey Utiities CoMPANy has a con- 
* struction program which, it is estimated, 
will cost about $36,500,000 during 1952-1953. 
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Right on grade on a rush job. 


Truck loading came in handy here. 
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Performance-Proved 





More than a quarter century of 
efficient performance in utilities 
trenching work has earned for 
CLEVELANDS their reputation 
for producing more trench in 
more places at less cost. 


LOOK AT THESE FEATURES 


e Wide variety of speed and 
power combinations provides 
the right combination for 
every job. 


© Compact, maneuverable — 
fits more jobs in congested 
or open areas. 


® Maximum operator efficiency 
and visibility—correct group- 
ing of easy acting controls. 


® Safe, fast, trailer mobility— 
less waste-time between jobs. 


@ Proved design and materials 
—less weight — more work — 
longer life. 


e Unit type construction — 
simplifies servicing. 


Pioneer of the Modern Trencher 
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Main building will be 675 feet 
long, with boiler area covering 
space of 338’ x 180’. 


Switchyard, 800 feet long, will 
handle the power switching of 
other stations as well as that of 


Contra Costa. 


~ 


One of the banks of 60-cell FME-17 Exide-Manchex Batteries in 
Contra Costa Plant, a duplicate of those in Moss Landing Plant. 


IN P.G. &E.’s GREAT NEW CONTRA COSTA PLANT 


Exide-Manchex parterics 


At Antioch, California, another giant unit 
of the Pacific Gas & Electric Company’s 
vast system is nearing completion. It’s 
the big Contra Costa Plant, equalled 
west of the Mississippi only by its power 
twin, the company’s Moss Landing Plant 
at Monterey. 


Officially placed in operation in July, 1951, 
the Contra Costa Plant will be producing 
at full capacity in 1953, when it will add 
770,000-hp to the company’s 58 hydro- 
electric and 17 steam plants now in opera- 
tion. All plants are interconnected and form 
one of the largest power pools in the world. 


In both the Contra Costa and Moss Landing 
Plants, are Exide-Manchex Batteries... 
used by many utilities because they assure: 


POSITIVE OPERATION: Dependable performance at 
ample voltage with no switching failures. 


INSTANTANEOUS POWER: High rates for switch- 
gear operation with adequate reserve power for all 
other control circuits and for emergency lighting. 
LOW OPERATING COST: 
resistance. 

LOW MAINTENANCE Cost: Water required about 
twice a year. No change of chemical solution 
needed during life of battery. 


Extremely low internal 


LOW DEPRECIATION: Sturdy, long-life construction. 


GREATER CAPACITY in a given amount of space 
avoids overcrowding. 


These features combine to make Exide-Manchex 
your best battery buy for all control and sub- 
station services. 

« ao oe 
Various sizes and types of Exide Batteries, up to 
100 ampere hours capacity, are available in 
plastic containers. 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 « Exide Batteries of Canada, Limited, Toronto 


1888... DEPENDABLE BATTERIES FOR 64 YEARS... 1952 


“Exide” and “‘Manchex" Reg. Trade-Marks U.S. Pat. Of. 
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“Satisfaction 
all the way 
with Dodge!” 


. . says F. F. WASSER 
South Carolina Electric & Gas Co. 
Columbia, S. C. 





“We have been using Dodge trucks of 
all sizes, from 14-ton through 3-ton, for 


| over 15 years. 


| “IT guess that speaks for itself. There’s 


been satisfaction all the way with 
Dodge! Maintenance cost is less than 
the average of other trucks we use!”’ 


Dodge ‘“Job-Rated” trucks are serving 
many utility companies with the thor- 
ough satisfaction expressed by Mr. 
Wasser. They will save time and work 
and money in yougfservice, too. 


For example, you get a money-saving 


high-compression engine with 4-ring 
pistons, chrome-plated top rings and ex- 
haust valve seat inserts. You also get ex- 


| ceptional handling ease, braking safety, 





nee 
v yy} 
























cab comfort, and other advantages. 


What’s more, Dodge trucks offer gy¥rol 
Fluid Drive—available on 144-, 34- and 
1-ton models—to give you smoother per- 
formance, save wear, lengthen truck life. 


Your friendly Dodge dealer will be 
happy to tell you more. 


DODGE wba TRUCKS 


x3 





34 Public Utilities Fortnightly 


June 19, 1952) 








The ONLY Improvement Ever Made 
in Meter Reading! 


IBM Mark Sensing Makes the Meter 
Reader’s Job Easier 


Simply by making several short pencil 
marks on the face of this IBM Card, the 
meter reader is spared the trouble and in- 
convenience of having to subtract and 
make longhand entries. 


No longer does the Ac- 
counting Department com- 


scription errors, because IBM electronic 
and electric machines take over where the 
meter reader leaves off—speeding the job 
from start to finish. 


This is just one of the many IBM con- 
tributions to utility accounting. Write 
Dept. D for a copy of the 1952 edition of 
IBM Customer Accounting for Utilities. 





plain about his arithmetic 
or the legibility of his hand- 
writing. And no longer is 
there a possibility of tran- 


fi. & 
a 
& 


EEE GE LE MEN, 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Ave., New York 22, N. Y. 
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89 Different Electric Utilities Specified 
RM* Transformers in 1951... gain of 15.6% over 1950 


RM designs now conform to new ASA Standards . . . faster shipments, lower prices are retained 


Our records for 1951 show that 89 different 
electric utilities capitalized on the shorter 
shipments at lower prices obtained by spec- 
ifying General Electric’s RM power trans- 
formers. This represents an increase of 
15.6% over the 77 utilities that placed RM 
orders in 1950. 

In terms of actual volume, RM units ac- 
counted for 59.2% of all orders for power 
transformers in the RM range—convincing 
evidence of their wide acceptance, and of 
the flexibility in application they offer. 

This year we anticipate even wider ac- 
ceptance of RM transformers which now 
conform to the new Proposed Standards 


GENERAL 


$6) 


EP) 


for Transformers, recently adopted by the 
users and manufacturers represented on the 
ASA C-57 Committee. These new RM ASA 
transformers offer the same price and de- 
livery advantages as previous RM designs. 


For complete information on the new 
ASA Standards, and on RM ASA trans- 
formers, see your local G-E representative. 
Or write to General Electric Company, 
Schenectady 5, New York. 401-29E 


*RM stands for ‘Repetitive Manufacture.” By using stand- 
ardized construction methods, Conceal Electric builds RM 
power tr s more y—delivers them 
fasier. RM designs are available in ratings 10,000 kva and 
below and up to 69 kv, with many optional features. 








ELECTRIC 
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Twofold Benefits From The 


Analysts Journal 


7, Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


2. Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 


‘ 
Fn 














The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 
() Please enter my subscription for one year at the subscription rate of $4.00. 


() Please send me your advertising brochure. 

















9, 1953 





June 19, 1952 


Public Utilities Fortnightly 37 

















Pe Me otek. Doe t's 











SERVING THE PUBLIC AND 
INDUSTRY 24 HOURS A DAY 


COLUMBIA [IE 
GAS | ou 
SYSTEM |i: 








The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 
The Preston Oil Company 
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ENGINEERS WHO KNOW 


choose this modern gas control 
GASAPACK ... THE ONLY ws NEW GAS CONTROL 


Silent Operation 
Gasapack eliminates aggravating 
operating t noises common to 
snap-action” controls. No 
“bang-on, bang-off.” Quiet 
— but positive. 





Two-Stage 
Flame Control 
Exclusive principle"stages” 
flame from high to low for 
steady, even heat. Prac- 
tically eliminates “cold 70.” 



















Easy Installation; 
Simplified Service 
Gasapack combines all 
necessary gas controls in one 
compact unit. Provides 
utmost simplicity in 
installation and service. 


One Basic Unit 


Manual unit easily converted 
to automatic operation by 
addition of electric thermostatic 
or mechanical Thermomatic kit. 





With GASAPACK —— 
——~ 








Designed for modern heating equipment, the Gasa- 


efficient control . . . easy and economical to install. 
pack is the answer for a simple, compact, highly Completely silent, safe and dependable in opera- 
tion, it’s a profit-maker in customer satisfaction. 


Ae do ee for modern gas heating 
A-P CONTROLS CORPORATION 


(formerly Automatic Products Company) 


2470, N. 32nd Street @ Milwaukee 45, Wis. @ In Canada: A-P Controls Corporation Ltd., Cooksville, Ont. 
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: PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 






































Tue American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 
AMERICAN CALIQUA COMPANY 
CONSULTING ENGINEERS 
HIGH TEMPERATURE WATER DISTRIBUTION SYSTEMS 
Space Heating and Industrial Processing 
District and Municipal Heating 
10 E. 39th St., New York 17, N. Y. 
ed 
atic 
ki é 
’ BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 
DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 
DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 
ford, B & Davi 
OTO, MACON AVIS 
VALUATIONS JP int CONSTRUCTION 
REPORTS G eers RATE CASES 
NEW YORK e CHICAGO e LOS ANGELES 
GIBBS & HILL rwno. 
g CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORE LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 





INCORPORATED 
ENGINEERS * CONSULTANTS * CONSTRUCTORS 


NEW YORK « READING « WASHINGTON + HOUSTON * PHILADELPHIA - ROME * MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








=. 





W.C GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO * Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio © Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION. 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 


GAS 
ELEC 
WAT 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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PROFESSIONAL DIRECTORY (continued) 
She Kuljian Coyounlion 


ENGINEERS . CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS « INVESTIGATIONS e¢ REPORTS 


1200 N: BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
‘ Utility Management Consultants Specializing in REGULATORY 
AS 
eiecrne COST ANALYSIS mueiat 
for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ==. BOSTON 10, MASS. 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS E INSURANCE 
BUDGETING S RVICE ADVERTISING 








PERSONNEL co ACCOUNTING 

ENGINEERING e SALES PROMOTION 

STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
Pioneer ~—- 0 &ERGinocring Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 











Complete Services for Gas = Electric Utilities 


Outstanding Designing * Engineering Construc- 


tion + Piping » Equipment + Surveys 


in the * Plans + Steam or Diesel Power 
Plants, Alterations, Expansions 


Industry DESIGN - ENGINEERING - CONSTRUCT! 
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PROFESSIONAL DIRECTORY (continued) 





THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 








PITTSBURGH, PA, BIRMINGHAM, ALA, 
SANDERSON & PORTER 
ENGINEERS “ & Pp 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 








REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL EARL L. CARTER 
Consulting Engineer 
Consulting Engineers REGISTERED IN INDIANA, NEW YORK, OHIO, 
Water, Qonne end tadusital Waste Feshtens PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Airfields, Refuse Incinerators, Industrial Bulldings Public Utility Valuations, Reports and 
City Planning, Reports, Valuations, Laboratory Original Cost Studies 
121 SOUTH BROAD STREET PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 




















Booby-BENJAMIN ENGINEERS, CONSTRUCTION AND 








ASSOCIATES, inc. MAINTENANCE CONTRACTORS 
Power Plant Design, Specification and for the GAS INDUSTRY 
Construction Supervision CONSOLIDATED 
iio ~~~} to GAS ano SERVICE CO. 
28 WEST ADAMS * DETROIT 26, MICHIGAN 327 So. LaSalle St., Chicago 4, lil. 
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PROFESSIONAL DIRECTORY (concluded) 





GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reporte—Appraisals 
Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 


LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cuicaco 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVENUE, CHICAGO 


LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 











HARZA ENGINEERING CO. 


Consulting Engineers 


L. F. 
E. MONTFORD FUCIK CALVIN V. DAVIS 
La my Power Projects 
System Management, 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON 8ST. CHICAGO 6, ILL. 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS | 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





Testing + Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 
Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis « New York * Philadelphia * Providence * Dallas 























LAURENCE S. KNAPPEN 


Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses 


919 Eleventh Street, N.W,, Washington |, D. C. 
Telephone: National 7793 


WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
eeemaae ~~ — STUDIES — REPORTS — 
SIGN — SUPERVISION 
UTI '- ~— — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Dlinois 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 











Mention the FortnicHTLY—It identifies your inquiry 








44 Public Utilities Fortnightly June 19, 1952 





INDEX TO 


The Fortnightly lists below the 





ADVERTISERS 




















advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
A J 
*Abrams Aerial Survey Corporation ..........-- Jackson & Moreland, Engineers ............... 43 
Albright & Friel, Inc., Engineers .........+--++- 42 Jensen, Bowen & Farrell, Engineers ............ 40 
*Allen & Company ........eeeeeeeeeceeeceene 
American Appraisal Company, The ..........--- 39 
American Caliqua Company .........--e+++065 39 K 
Analysts Journal, The ........eseeceeeececcees 36 *Midder, Pocbody & Co. 2.0 scccccccsces 
A-P Controls Corporation ..........eeeeeeeees 38 Ce CNN EL dnce cece nenesenemen 5 
*Kinnear Manufacturing Company, The ° 
Knappen, Laurence S., Consulting Economist ..... 43 
B SD GN WEEN ccvcccccecevccssoses gececce 
Babcock & Wilcox Company, The ......... eeee 45 ee WE, WE ccvcnncedseusseseneces 41 
*Barber-Greere Company ..........seeeeeeeeee 
*Bituminous Coal Institute ..........0eeeeeeeee 
Black & Veatch, Consulting Engineers ........... 39 L 
Blaw-Knox Division of Blaw-Knox Co. .........- 16-17 ee TE MS OM... cenedscsagncasienuns 26 
*Blyth & Company .......-.eeeeeeeeeeeeeeeees Laramore and Doual , Inc., Engi “apie 43 
Boddy-Benjamin Associates, Inc. ........+++++5+ 42 Locce-loville Sy Solel gage anata Aaede 27 
*Burroughs Adding Machine Co. ..........+++++5 James, & Company, The ............... 29 
Lefer, William S., Engineers Associated ...... 41 
SU SOD on. 00.0000:0040096600066000080% 20 
c Lincoln Cagroving & Printing Corp. ............ 15 
Carter, Earl L., Conga I: Scccmwmias 42 *Loftus, Peter F., Corporation ..............+. ‘ 
Cleveland Trencher C tee Psbneedeeteseseoe 31 Lougee, N. A., & “Company, Engineers .......... 41 
*Cochrane Gerperation = $O66668 064600000 06000606 Lucas & Luick, EY -6.6:60865.00%.906000068 43 
Columbia Gas System, Inc. ..........000000- 7 = Lutz & May, Consulting RED ov ccccsecscoes 43 
Commonwealth Associates, Inc. ........6-0e0005 19 
Commonwealth Services, Inc. ........eseeeeeee 19 
Consolidated Gas and Service Co. ..........-+- 42 M 
Main, Chos. T., Inc., Engineers ...... 41 
Mercoid Corporation, Te &ecnececces 18 
D *Merrill Lynch, Pierce, Fenner & Beane 
Day & Zimmermann, Inc., Engineers ............ 39 Middle West Service Co. ............ 41 
Dodge Division of Chrysler Corp. ...........+. 33 *Morgan Stanley & Company .................- 
*Drexel & Company .......cccccccccccccceees 
N 
E Newport News Shipbuilding & Dry Dock Co. .... 21 
Ebasco Services, Incorporated ..........++++5 13 
Smet ‘Comeane Battery Company, The ........ P 
SOUP SOMMBGRY occ ccccccccccccceccccccococcs *Pacific P J 
. OR CE, ccnersepsergesranscewieses 
Equitable Securities Corporation ..... eseses eo Pioneer Service & Engineering Company ...... 4a 
POUEL, Ga Wig WE GA sesecsveseseescicenes 41 
F . 
*First Boston Corporation .........++++++++++0- ae R 
+ oe My , FE aaa re ea Recording & Statistical Corporation ............ +2 
ND GS GR, cevcvescscceseuseseescens 9 
Robertson, H. H., Company ...... Inside Front Cover 
G Rust Ergineering ‘Company, BOD: etceescevscevae 42 
Gannett Fleming Corddry and Carpenter, Inc. .. 43 
*Gas Appliance Manufacturers Association ..... s 
General Electric Company .............0e005 23, 35 . 
Gibbs & Hill, Inc., Consulting Engineers ...... 39 Sanderson & Porter, Engineers ............... 42 
Gerson, A. C., Gomme, ME. oc cccccccccccces 26 Sargent & Lundy, Engineers .................. 42 
Gilbert Associates, inc., Engineers ............ 40 Schulman, A. S., Electric Co., Engineers ......... 43 Int 
Gilman, W. C., & Company, Engineers ......... 40 Sloan, Cook & Lowe, Consulting Engineers ...... 43 
. .) 9 “2. 2 Stee epee "Smith, Barney & Ce. ...cccccccces adedeseness Int 
*Guaranty Trust Co. GRE in kessiceccs Sorg Printing Company, Inc. ....cccccccccccces 25 
*Southern Coal Company, Inc. ............0005 sno 
H *Sprague Meter Company, The ............ coos ony 
fe) . 
Haberly, Francis S., Consulting oaeeer 43 ~ 
*Halsey, Stuart & Compeny, BBs ccccce ° ° 7: 
Hansell, Sven B., Consulting Actuary ... 43 PE SN 0.o6.0n660s05.60densksenbesese 
Hartt, Jay Samuel, Consulting Engineer . coon @& pla 
Deere GRNOTEND GO. ccccccccccccoccccececce 43 U 
,  , E, oncuwtcécenedsenseesse 40 ‘- ai . 
Hirsch, Gustav, Organization, Inc. ............+. 40 Union Securities Corporation ............ sees 
Hoosier Engineering Company ................. 40 United States Testing Co., Inc. ............... 43 any 
l w mol 
International Business Machines Corporation .... 34 Westcott & Mapes, inc., Engineers ............. 43 tou 
International Harvester Company, Inc. Westinghouse Electric Corporation Outside Back Cover 
Che baeethaebhebeneoe> ens cose ae Inside Back Cover White, J. G., Engineering Corporation, The ...... 42 | l 
ue Weed GeO oc ccccccccccccescsevesse 7 Whitman, Requardt and Associates ............ 42 5 ul 
| aul | 
Professional Directory .......ccccscccccccccees 39-43 tria 
———— . } IN 
*Fortnightly advertisers not in this issue. i 
T 





CER RRR AS LL LT ASS TS A TS eS 





1952 


——— 


43 
40 


21 





orking Through the Winter 
t Cabinet Gorge) 


; oo 


; 


\ 







x 
KY 
\ 


Another pole...another link. An Interna- 
tional TD-18 sets a pole for the new power 
line. International’s all-weather starting pays 
off big in this zero weather. 












International power beats both temperature and terrain 


International crawlers work six days a week in bitter cold, 7-foot 
snow and mountainous terrain to build a $2,500,000 power line 
to Spokane, Washington, from the new dam at Cabinet Gorge. 

A TD-14 clears the way. A TD-18 sets the 60-foot poles in 
place. Another TD-18 with a giant winch strings power cables. 

As operator Glen Stradley says, ““My International outdoes 
any other crawler built. It makes roads down steep, snowy 
mountains where you wouldn’t believe it! As long as you can’t 
touch ground from the driver’s seat, you won’t tip her over!” 
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Let International power help you on tough, troublesome jobs 
all year around. Get the details from your International Indus- 
trial Distributor! 

INTERNATIONAL HARVESTER COMPANY, CHICAGO 1, ILL. POWER THAT PAYS 





INTERNATIONAL 
HARVESTER 
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Forecasts of unprecedented load growth in 
the coming years suggest many changes in 
metering practices. That’s why a complete 
line of metering equipment holds an advan- 
tage for you. Specifically ... 
It’s assurance that your future as 
well as your present needs can be 
readily fulfilled. 

The meters illustrated here are just a few 
of the broad line of Westinghouse Meters 
offered to you. These and many more types 
are available to give you low-cost metering 
for every circuit application... three wire, 
four wire, wye or delta, or totalizing. 


To meet your expanding needs, Westing- 









Westinghouse meter 
for every application: 





Westinghouse 











house has continually pioneered new de- 
vices to make the desirable changes in 
metering methods a practical reality. And 
you have assurance of dependability because 
every Westinghouse Meter contains the 
quality and refinements that result from the 
engineering of a complete line. So whether 
your needs involve metering large loads 
or small, single or polyphase circuits, kw 
or kva, Westinghouse can meet your re- 
quirements. 

For more information write for Booklet 
B-4665. Call your Westinghouse Office or 
write Westinghouse Electric Corporation, 
P. O. Box 868, Penna. 
J-40412 


Pittsburgh 30, 


you can 6c SURE... tf 11S 














